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When You Need Help 
In Washington— 


With the ECA a going concern, and increased military activity assured, more and more 
members of the National Association of Credit Men will again find themselves doing busi- 
ness with the Government. 


Expanding Federal procurement programs result in a need for experienced assist- 
ance in Washington. The Washington Service Bureau meets this need. For over 
thirteen years the Washington Service Bureau has been acting as a liaison office 


between members of the National Association of Credit Men and the departments 
of the Government. 


Situations inevitably arise where transactions with the Government require personal treat- 
ment. In such cases your best plan is to call on the Washington Service Bureau. State 
your case in complete detail. Direct contact will be made promptly with the proper 
authority, and if there is a solution it will be found. 


The individual Washington Service contract provides twelve services per annum. 
It offers the most economical means to your company of maintaining a permanent 
representative in Washington. Non-contracting members are charged according to 
the time and effort required in a specific case. 


Remember the facilities of the Washington Service Bureau are available to all members of 
the National Association of Credit Men, and to them exclusively. 


Note: The Washington Service Bureau can not act as a sales agency, nor can it engage in the practice 
of law. 


WASHINGTON SERVICE BUREAU 


National Association of Credit Men 
Bowen Building, 815 15th Street, Washington, D. C. 
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Politics Without Abuse 


The beginning of our political campaign is not too auspicious. It is 
not conducive to good government to have two of the branches of gov- 
ernment accuse each other of dereliction of duty. Our people lose faith 
in government when they see and hear such accusations. 


The framers of our constitution very wisely provided for three depart- 
ments, namely, legislative, executive and judicial. Dividing responsi- 
bility in this way made certain that there would be the necessary checks 
and balances so as to ensure an efficient government. Our government 
has lost its efficiency as each branch has permitted encroachment on its 


particular constitutional responsibility. 


A nation that boasts of its leadership should pause to consider how it 
attained it. Such progress as we have made in the past has been due to 
excellent team work. That is as the framers of the constitution desired. 
There can be differences of opinion and these differences should be 
frankly and openly expressed. These differences, however, can be ex- 
pressed no less forcefully without accusing one branch or the other of 
bad faith, incompetency, or rebellious attitudes. If you want to tear 
down the greatest government the world has developed in the short space 
of two centuries, just sow the seeds of distrust in one or the other of its 
departments. In the end, it will lead to a distrust of government in 
its entirety. Let us hope that our candidates and the political parties 
will check this early tendency, so apparent in the news of the recent 
weeks. 


HENRY _H. doh 


EXECUTIVE MANAGER 
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THE ADOBE PALACE 


‘Here Conqueror and Conquered 
Live A gain” 


gpa grandees ... Franciscan friars 
... Indian warriors. ..frontiersmen ... 
soldiers of many nations have passed in 
history’s long pageant through the portals 
of the Palace of the Governors in La Villa 
Real de la Santa Fe. The massive adobe 
walls have witnessed scenes of bloodshed 
and terror no less than ceremonies of regal 
pomp and splendor. 

The palace was built in 1610, the year 
Santa Fe was founded, and served as the 
governor’s residence and headquarters. In 
the early days of Spanish rule Indians were 
tried there on charges of witchcraft and 
rebellion. Here four Indians found guilty of 
murdering missionaries were hanged and 
their alleged accomplices were whipped 
and sold into slavery. In 1680, provoked by 
these and similar acts, an Indian uprising 
forced one thousand of the townspeople to 





The Rito de los Frijoles Room 


seek refuge in the palace where 
they withstood several days’ 
siege. Then the Indians cut off 
the water supply, the livestock 
in the patio began to die and 
the Spaniards’ suffering became 
almost unbearable. Though the 
governor was able to rout the 
Indians temporarily 
by a surprise attack, 
he was compelled to 
abandon the province 
and fortwelve years the 
Indians held sway until 
New Mexico was re- 
conquered by General 
Diego de Vargas. 


Lewis Wallace 


During the Spanish rule, rebellious 
Indians and others were imprisoned in the 
palace dungeon, including a number of 
Americans charged with enter- 
ing the province for unlawful 
purposes. Among the latter were 
David Meriwether, later terri- 
torial governor of New Mexico, 
and Major Zebulon M. Pike. 

After being occupied for more 
than two centuries by the Span- 
ish and Mexicans, in 1846 the 
palace again changed owners 
when General Stephen Watts 
Kearny conquered New Mexico 
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The Ecclesiastical Room, showing many early church furnishings 


without firing a shot. During the American 
territorial period which followed, one of 
the most noted governors was General 
Lewis Wallace who wrote part of Ben Hur 
while a resident of the palace. 

Now occupied by the School of Ameri- 
can Research, Museum of New Mexico 
and Historical Society of New Mexico, this 
oldest government building in the United 
States continues to stand as a monument 
to the colorful history of the Southwest 
and a shrine of the several cultures, races 
and flags which have known it. 


* * * 


The Home, through its agents and 
brokers, is America’s leading insurance 
protector of American Homes and the 
Homes of American Industry. 


x THE HOME « 
rrsurance Conpany 


NEW YORK 
FIRE © AUTOMOBILE © MARINE INSURANC® 
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Credit Management for Profit 


Part One: The General Principles 


The putpose of industrial 
7 enterprise is the earning of 
w profits. Every division, de- 
partment, section, unit, or 
employee of any industrial enter- 
prise affects directly or indirectly 
the profit result. Management 
lays the broad plans of production, 
marketing, research, selling and 
finance. The Production Depart- 
ment translates these. plans into 
more and more production at lower 
and lower costs. Marketing ana- 
lysts develop data and plans for the 
most effective distribution of the 
production. The Sales Department 
organizes its selling tools and man- 
power to cover the markets most 
effectively. The Research Depart- 
ment produces new products and 
new uses and improved quality of 
old products. The Finance De- 
partment provides the funds neces- 
sary to carry on all activities of 
the enterprise and the safeguarding 
of the profits. 

Every individual—the typist who 
protects or enhances the dignity 
and repute of the enterprise in the 
neatness and form of the letter she 
types; the workman whose interest 
in his job and his employer insures 
the quality of its products; even 
the sweeper whose efforts contrib- 
ute to better working conditions, 
all play their parts in the attain- 
ment of the primary objective— 
profit. 


Credit Department and Profits 


The Credit Department which 
recognizes the fact that it is part 
of an organization whose goal is 
profit and which directs its efforts 
toward that end, can be an impor- 
tant factor in its achievement. 

As trading grew into commerce 
and commerce into industry, credit 
became an important instrument in 
the rising flow of exchange of goods 
and services and the Credit De- 
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partment evolved. For many years, 
and unfortunately down to the 
present day in some quarters, the 
Credit Department was concerned 
only with the prompt collection of 
accounts and the prevention of 
losses. With such an aim, the sight 
of the profit target was completely 
lost and the Credit Department be- 
came in effect a brake upon profit 
momentum. 

Without losing sight of its duty 
to safeguard profits, with its mind 
firmly fixed upon the purpose of 
the enterprise, today’s Credit De- 
partment can and does play an im- 
portant part in adding to as well as 
safeguarding profit. 


Begin with People 


This is accomplished in several 
ways. It begins with the selection 
of the personnel. Credit Men are 
selected for their qualities of sales 
instinct and sales presence; for 
their qualities of extroversion, of 
judgment and analysis; their abil- 
ity to express themselves easily by 
both the written and spoken word; 
their native intelligence, and finally 
the adaptability to meet and be at 
ease with every strata of humanity 
from the tycoon to the horny- 
handed. 

A Credit Man of that type is not 
made—he is born. While the essen- 
tial qualities will naturally vary in 
intensity as between individuals, 
all of them must be present in some 
degree. With them, plus years of 
technical training and experience, 
you have the foundation of a profit- 


building Financial Consultant. 
Without them, you have a lower 
case credit man. 

Obviously, a college graduate 
who possesses the requisite funda- 
mentals offers the best promise of 
developing into a Financial Con- 
sultant. Specialization in business 
administration, business law, ac- 
counting and applied psychology 
are all important foundations on 
which to build. The self-reliance 
and poise which are usually gained 
from: scholastic and extra-curricu- 
lar pursuits also aid materially. 

It must not be assumed, however, 
that an A.B. or BS. is a sine qua 
nun, nor that even a Phi Betta 
Kappa key opens all doors to suc- 
cess. It is the education itself— 
the preparation for the future— 
rather than the degree, which is 
important and many a non-college 
man who has improved himself 
through constant study and obser- 
vation mounts the ladder of success 
with equal facility. 


Judging from the Interview 


A more than fairly accurate sum- 
mation of the success factors may 
be obtained in the employment 
interview. Appearance and pres- 
ence are, of course, visually appar- 
ent, while clarity and force of 
speech are subject to auditory 
judgment. 

But a great deal more can be 
learned through a few seemingly 
casual questions. What sports is 
he interested in—as a participant; 
a spectator? What extra-curricu- 
lar activities were pursued in col- 
lege? Does he like the theatre, 
bridge, music? What does he read? 
What hobbies has he? Of what 
clubs or associations is he a mem- 
ber? What is his life aim? 

Let’s take a couple of hypotheti- 
cal cases and weigh them. 

George A. is a broad-shouldered 
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six-footer, blonde and good-look- 
ing. He wears his hair in crew-cut 
fashion, and his sport coat and con- 
trasting slacks are set off with a 
colorful bow tie. He is relaxed in 
the arm chair with his long legs 
crossed. 

George has an A.B. from an East- 
ern university. He played varsity 
football and basketball, and a gold 
football dangles from his key-chain. 
He majored in English literature. 
He was president of the local chap- 
ter of his fraternity and was voted 
the one who had done most for the 
school. ; 

His manner is friendly, even 
breezy. He prefers movies to the 
legitimate stage; poker and gin 
rummy to bridge. He has no par- 
ticular hobby but is a member of 
the Divot Golf and Country Club. 
He reads the newspapers and a 
couple of popular weekly maga- 
zines. While he doesn’t get time to 
read many books, he likes Heming- 
way and Lewis. He enjoys the 
Dorsey and Goodman orchestras, 
the pianos of Frankie Carle and 
Carmen Cavallero. He finds the 
music of Herbert and Strauss pleas- 
ant and relaxing. 

His life aim is ‘to become associ- 
ated with a large and successful 
organization where he can learn 
the business and progress through 
merit.’ 


—To Others Hard 


Fred B. is a little under six feet 
tall, of good, if not robust, physique. 
He’s good-looking in a rugged, 
friendly way. There are tiny 
wrinkles in the corners of his 
steady eyes. 

Fred went through a small col- 
lege the hard way. The death of 
his father in his sophomore year 
put heavy financial burdens on his 
family but he managed to earn 
enough money between courses to 
squeak by with an A.B. degree, 
majoring in Accounting, with 
courses in Business Law and Ap- 
plied Psychology. He’s now taking 
an extension course in a local uni- 
versity in Money and Banking. He 
hadn’t time to go out for varsity 
sports but he likes both football 
and baseball as a spectator. He 
edited the Senior Year Book, and 
was a member of the debating team. 

He likes the theatre, in fact his 
major hobby is amateur theatricals 


as a member of a Little Theatre 
group. He is fond of bridge but 
occasionally enjoys a ten-cent limit 
poker game with the boys. He 
likes music. While he prefers De- 
bussy and Tschaikowsky to Duke 
Ellington, he also enjoys Berlin, 
Porter, Kern and Romberg, and 
even likes an occasional joust with 
jive. He is a member of no club 
other than the Little Theatre group, 
but plays golf on public courses. 
He likes to read but has no favorite 
literary sphere. He reads the news- 
paper editorials and the sports 
pages with equal interest, and his 
book consumption ranges from bi- 
ography to whodunits. 

Fred’s life aim is to become a 
financial executive and he is willing 
to make some early sacrifices to 
gain useful experience. 


Which to Choose? 


Now, George A. has many favor- 
able attributes. He has an en- 
gaging and informal personality. 
He has the self-confidence born of 
his athletic pursuits. He is used to 
leadership, as witness his presi- 
dency of his fraternity. George 
will probably make a good sales- 
man or a politician. 

But George skims a lot of sur- 
faces. He prefers the movies and 
poker to the stage and bridge, 
apparently favoring the less men- 
tally-stimulating activities. His 
literary and musical tastes are nar- 
row, which may indicate a lack of 
broad concepts and he does not 
appear to have prepared or to be 
preparing himself for a definite 
goal. He seems to feel that, if he 
can get in on the ground floor of a 
successful business, he can crack 
through the line or around the end 
as he did in college. 

Fred B. had one strike on him 
when his father died, but he showed 
determination and fixity of purpose 
in completing his college course. 
While not an athlete, he shows a 
normal, healthy liking for football 
and baseball. He probably has 
good inductive and conductive 
reasoning since he liked to debate, 
and his debating experience has 
given him poise and clarity. He 
likes people; he can work with a 
group and at the same time express 
his own personality as shown by 
his interest in amateur theatricals. 
His tastes in literature and music 
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“| don’t quite know how to ask the old boy for 


&@ promotion- my next move would be into his job” 


are catholic, showing a wide range 
of interests. He likes the mental 
stimulus of bridge but is ‘one of the 
boys’ with his poker. 

His approach to life is serious, 
but he doesn’t take himself too 
seriously. Those corner-of-the-eye 
wrinkles are smile-born. He has a 
well-defined life-aim and has di- 
rected himself toward his goal with 
his early education, and he’s con- 
tinuing to add to the learning which 
is tailored to fit his ambitions. 

Fred, therefore, seems to have 
more of the qualifications for the . 
moulding of a Financial Consult- 
ant than has George. 


Consultant Builds Business 


With such an organization of 
Financial Consultants, the work of 
the Credit Department becomes 
not a mere matter of sheep-from- 
goat separation, but a careful study 
of ways and means to use credit 
and financial service to augment 
sales and profits. Thus, every 
order becomes not something to 
weigh in the yes-or-no scales, but 
a fresh opportunity to exercise 
judgment and ingenuity in realizing 
the potential profit which it carries. 
The measure is not an infinitesimal 
percentage of loss, but rather how 
great is the volume of sales—and 
profits—which can be serviced with 
a reasonable percentage of loss. 

All, or nearly all, credit extension 
involves some risk. The Financial 
Consultant exercises his judgment 
and ingenuity in devising ways and 
means of minimizing the risk while 
multiplying the profit. He renders 
a service not only to his employer 
but to the customer. He does not 
chain himself to his desk. He be- 
comes acquainted with the cus- 
tomers whom he comes to look 


(Continued on Page 27) 








Is The 2 to 1 Rule Adequate 


A Rule of Thumb for the Current Ratio 


for determining the approxi- 

mate minimum working capi- 

tal needed for the financial 
health of the average sized mer- 
chant? Such a formula would give 
an answer to the question as to 
whether or not the owner has the 
necessary investment in current 
assets, considering the expected 
volume of sales and the intended 
amount of current credit carried. It 
affords an answer to one of the first 
questions in credit granting: “Is 
the borrower too heavily extended 
on. the inside equity?” Naturally, 
no hard and fast rule can be stated 
that fits all cases and circumstances 
of merchandising and special per- 
sonalized credit terms. 

The discussion which follows re- 
views the ratio of current assets to 
current liabilities as a guide to this 
phase of credits. It goes further in 
the analysis and attacks the prob- 
lem of the current ratio from the 
standpoint of relative turnover 
rates of assets, compared to the 
length of credit terms granted to 
the borrower, as an approximation 
of the sufficiency of paid-in capital 
of clients. 


r Is there a mathematical rule 
uu 


Is the 2 to 1 Ratio Adequate? 


Some writers and not a few credit 
departments tend to accept the 
conventional two-to-one ratio of 
current assets to current liabilities 
as a safe rule to follow, in so far as 
they base credit on the strength of 
financial statements. If a merchant 
is deemed a good “personal” risk 
and if his cash, merchandise, and 
current receivables are better than 
200% of his current debts, he is 
often rated a “safe” risk. How- 
ever, if his balance sheet shows 
something less than a two-to-one 
ratio, his rating is often reduced 
and in many cases he is refused 
credit. 
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But is this rule of thumb measure 
of the purely business risk a safe 
one to follow? Cannot the work- 
ing capital requirements of a busi- 
ness be planned and that of a going 
concern tested as to its adequacy, 
with a greater degree of mathe- 
matical precision? The two-to-one 
rule used occasionally at the pres- 
ent time indicates the psychology 
of the financial liquidator. Credit 
departments which apply it to a 
given case naturally think of the 
borrowing client, not so much as a 
continuing successful borrower, but 
more as a possible bankrupt. They 
are thinking in terms of salvage, 
not of financial facilitation. What 
will be the ultimate value the credit 
man asks, of the borrower’s inven- 
tory, receivables, and miscellaneous 
assets at a forced sale, or under a 
declining market? 


Working Capital Requirements 


But, on the contrary, the real 
emphasis is not, “How much can 
the assets shrink before creditors 
lose?” but, “Has the merchant a 
sufficient investment in his busi- 
ness?” Will his normal receipts 
pay all debts as they fall due? 
The credit problem essentially is 
one of financial planning, not of 
salvage. It is true that the possible 
shrinkage in the current property 
items must be taken into considera- 
tion when credit is extended by 
wholesalers or banks. But the 
point is that if a proper ratio of 
inside equities to outside equities 
in current assets is insisted upon by 
credit men, one of the first and 
most prolific causes of failure will 
have been removed. 


In order to successfully finance a 
concern through a depression, the 
time when credit terms of bankers 
and wholesalers are more strictly 
enforced, the financial manager 
should expect his creditors and his 
banker to “carry” only that portion 
of his average inventory and ac- 
counts receivable which the busi- 
ness itself will pay out within the 
time limit of the credit terms. This 
is equivalent to saying that to be 
perfectly safe a business must be 
completely self-liquidating; that 
the current collections must pay 
current outlay of all kinds, includ- 
ing bank loans. In actual practice, 
naturally, no such rigid rule is fol- 
lowed. Nevertheless, the relation- 
ship existing betwen the rate of 
turnover of current assets and the 
credit terms of creditors is a per- 
vasive factor in setting investment 
needs. 

The critical factor is found in the 
relationship between the rapidity 
of turnover of current assets and 
the rapidity of the average rate of 
turnover of the payables (length of 
credit terms granted by bankers, 
wholesalers, and jobbers). In any 
business where the assets “turn” 
more slowly than the liabilities, 
there will always be a shortage in 
the receipts from sales when it 
comes time to meet debts. The 
“payable” cycle will have been 
completed and the full amount of 
debts will be due, whereas the 
assets cycle will have been only 
partially completed. It is self-evi- 
dent that the shorter the credit 
terms granted to a firm by credi- 
tors, if the turnover of current 
assets remain the same, the more 
money must be invested in the 
business. A merchant who sells 
for cash and has a 10-day credit 
extended to him, must pay his bills 
more promptly than the man with 
60- or 90-day credit. The former 
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cannot rely on the collections from 
sales to pay current liabilities to 
as great as extent as can the latter; 
not only must he pay his bills more 
promptly but he must own outright 
a greater percentage of his current 
assets. 


Investment to Turnover Rates 


On the other hand, the more 
rapid the turnover of his merchan- 
dise stock and receivables, theoreti- 
cally the smaller will be his neces- 
sary investment. A merchant who 
is granted 60-day credit, for ex- 
ample, may be able to turn his 
stock-in-trade into cash completely 
within a 30-day period. The mer- 
chandise stock will turn twice be- 
fore his bills fall due. If the sales 
volume is maintained, renewal of 
his stock on account at the end of 
30 days need cause him no worry, 
as it likewise can be turned into 
cash before payment falls due. An 
investment in working essets will 
be required here only if the condi- 
tions change, either through slow- 
ing of the stock turn-over caused 
by seasonal variations, etc., or 
through the shortening of the credit 
terms extended by wholesalers. 

If, then, the business is thus self- 
sustaining, what becomes of the 
popular two-to-one liquidity ratio? 
Has it any meaning other than a 
desire to compel the merchant to 
insure his stock to at least one-half 
of its value for the benefit of credi- 
tors? But why 50%? Some mer- 
chandise shrinks 75% and even 
more at forced sales. 

Turning now to the other ex- 
treme, take the case of a merchan- 
dise stock turnover of twice yearly, 
coupled with a credit extension of 
10 days from wholesalers. If it 
requires six months to sell an 
equivalent value of entire original 
stock, and if it is customarily re- 
purchased as sold, and if the cost 
of the merchandise must be met in 
10 days, the owner must invest an 
amount equal to far more than one- 
half of the average inventory as a 
matter of financial necessity. 


Required Current Ratio 


It follows from the above illus- 
trations, that the necessary invest- 
ment in working or current assets 
may vary from practically 0%, in 
such concerns as public utilities and 





The Salesman’s Credo 


Sell the idea that man is an individual, not simply a part of a group. 
Sell the idea that permanent security, true success and happiness are things 


that no one can give you. 


They can be gained only through hard work, 


self-reliance, self-confidence and self-respect. 
Democracy stops being democracy and becomes something dangerous 
when a few people are ruling the country, either themselves or through 


agents they select. 


Sell the idea that it is not only a citizen’s right to 


vote under a democratic system, it is his responsibility. No one can make 
him vote nor tell him how he must vote. 
Sell the freedom that you now have to go from place to place without 


a permit from the Government. 


Sell the freedom you have to worship 


as you see fit, the freedom you have to criticize the way you are being 
governed and to change the government if you think it necessary. 

Sell the freedom you have to work where you want to work and when 
you want to work. Sell the freedom you have from the breath of the 


secret police down your neck. 


Demonstrate that government or private monopolistic controls on 
‘wages and prices, based on arbitrary standards or parity, can result only 
in the destruction of wealth and shortages for everyone. 
Remind men of the good things they have and don’t let them forget 
that they get them through their own individual efforts in a free society. 
Sell the system you know is successful, and show how it has succeeded. 


—John S. Coleman, President, 
Burroughs Adding Machine Company 


Reprinted by permission from the 
BurROUGHS CLEARING HousE 





railroads, to 100%. Stated differ- 
ently, for budgetary purposes, the 
ratio of liquidity may vary in suc- 
cessful going concerns from + and 4 
to 1 ratio, to practically a 100 to 1. 
The former indicates the negative 
working capital found in a self- 
liquidating business, where all 
financing is done by the creditors 
made possible by a very rapid turn- 
over of current assets. The latter 
indicates a virtual ownership of the 
entire business by the proprietor 
with little or no extension of credit 
due to the great disparity in the 
rates of turnover. 

A typical retail store, the annual 
cash sales of which are $240,000, 
which are fairly evenly distributed 
throughout the year, with a gross 
trading profit on sales of 334%, 
and a merchandise turnover at cost 
of twice yearly, would have a cost 
of sales of $160,000, and an ap- 
proximate average inventory of 
$80,000. If the merchant, for ex- 
ample, to start the business bought 
the entire inventory of $80,000 on 
an average of net 60-day terms, 
and sells for cash, and if his over- 
head, including the salary of the 
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owner, absorbs the gross profits, 
the receipts from the cost of sales 
collected during the 60-day period 
will be approximately one-third of 
$80,000 or $26,667. This latter 
amount will be. the only sum avail- 
able for payment on the indebted- 
ness of $80,000. The gross trading 
profit on sales as noted above, is 
required to pay running expenses 
and cannot be used for the purpose 
of reducing the debt. Hence the 
balance or approximately $53,333 
must be invested if he lives up to 
his assumed credit obligations. 
Within the 60-day credit term 
extended to him, the total sales on 
the above mark-up basis will 
amount to $40,000. Of this amount 
334% or $13,333, will be required 
to pay overhead expenses, while the 
balance, 663%, or $26,667, will be 
the collections available for pay- 
ment on account. However, the full 
amount of the invoice is $80,000 
and since only $26,667 will have 
been collected at the end of the 
credit term and applied toward the 
debt, the deficiency of $53,333 must 
be met by the owner. Within the 
60-day period of credit extension, 
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the merchandise stock has made 
one-third of its completed cycle. 
If the stock is replenished through- 
out the period and kept up the 
average to $80,000 the credit which 
this concern can carry at all times 
will be one-third of the average 
stock-in-trade, or $26,667. If a 
lesser amount is invested and the 
average inventory maintained under 
the above assumptions, the credi- 
tors will be obliged to “carry” the 
merchant until such time as net 
profits make up the difference be- 
tween the safety limit and the 
credit extended. Sales of the more 
rapidly turning merchandise lines 
naturally would liquidate a like 
portion of the debt, but the re- 
mainder would await sales of the 
slower lines. 


Statement of Credit Rule 


To state the proposition mathe- 
matically: in a cash business within 
a stated period of time, the per cent 
of the trading assets which a con- 
cern can successfully carry on 
credit, is in direct proportion to the 
ratio of the turnover of the trading 
assets to the average rate of turn- 
over of the payables. Current 
assets that turn on an average of 
three times per year equal to once 
every 120 days as against a turn- 
over of 8 times per year for pay- 
ables equal to net 45 days, could 
successfully carry a debt equalling 
three-eighths of the value of the 
inventory at cost figures. The 
required investment of working 
capital would be the balance of 
five-eighths of the amount of mer- 
chandise on the shelves plus other 
assets carried. A _ shortening of 
credit terms would demand an 
earlier payment to creditors and in 
greater amounts. Conversely a 
speeding of the inventory turnover 
would increase funds for creditor 
payments and lessen the owner’s 
needed capital. 

The formula naturally cannot be 
taken as a sole guide for judging 
credit risks as shown by financial 
statements; it does reveal impor- 
tant upper and lower investment— 
credit limits not available in the 
current ratio as such. 


The Asset Cycle 


It might be questioned whether 
the generalization applies to a going 
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concern where purchases, receipts 
from sales, and payments on ac- 
count are made continuously 
throughout the period. The aver- 
age business does not purchase once 
a month but many times, and it 
might appear that current receipts 
from sales could be applied to a 
current debt. The answer is that 
so long as a time lag exists between 
the date of a purchase and its final 
collection from the trade a portion 
of the cost of the purehase must be 
met by the proprietor. Current 
receipts do not pay for current pur- 
chases. Let us take the analysis 
a little further. 

If a single lot of goods requires 
six months period to completely 
turn into cash and if the invoice 
must be paid within two months, 
the sales if made ratably through 
the credit cycle of 60 days, will pay 
off only 334% of the total amount 
due. If the receipts from other 
lines be diverted to meeting the re- 
maining 663% due on this invoice, 
from what source can money be 
secured to meet the other obliga- 
tions? To shift receipts merely 
delays payment on the invoice 
which is deprived of its payment. 
So long as the debt falls due before 
it becomes self-liquidating, delayed 
payment to creditors equal to the 
deficiency will result. The use of 
bank loans, etc., is discussed in the 
concluding paragraph. 

Any miscellaneous assets, such as 
prepaid expense items, secondary 
reserves, cash, etc., must be financed 
by the owner and carried by him in 
addition to the prorated amount of 
the merchandise, receivables carried 
by creditors. 

The above illustrations were 
based upon the assumption of a 
cash business. If sales are made 
upon credit a new complication 
enters into the situation, namely, 
the added burden of carrying the 
customer accounts. The proprietor 
now has three separate investments 
and distinct factors to note: (1) the 
overhead expense fund which is 
being advanced to pay operating 
costs and charged currently to the 
customers’ accounts as gross profit; 
(2) the cost of merchandise also 
represented in the accounts receiv- 
able; and (3) the value represented 
in the unsold merchandise or inven- 
tory at cost. Each of these distinct 
“funds” “revolves” (or turns) at its 
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own rate, the expense fund at one 
rate, the cost of merchandise sold 
to customers at a different rate, 
while the merchandise inventory 
revolves at a rate different from the 
other two. 




















































Turnover Rate of the Receivables 


The current expense fund, not 
including such items as prepaid 
insurance, rent, etc., represented in 
the mark-up of accounts receivable 
in a wholly credit business (profits 
here ignored for illustrative pur- 
poses), is collected from customers. 

The rate of turnover of the re- 
ceivables-at-cost, like the expense 
fund, is dependent upon the rate of 
collections, which in turn is gov- 
erned by the length of credit terms 
extended to customers and the 
effectiveness of the credit depart- 
ment in making collections. 

The rate of turnover of the mer- 
chandise inventory is different from 
the rate of turnover of receivables- 
at cost; each is governed by its 
relative size compared to the cost 
of sales. Where credit sales are 
made the merchandise simply 
‘“‘turns’’ into receivables. The 
greater the cost of sales charged to 
customers within a given period the 
more rapid is the revolution of the 
inventory. Hence a great discrimi- 
nation is needed in approximating 
a rule which will indicate the work- 
ing capital requirements where all 
sales are made on credit. The 
slowness or the rapidity of the 
turnover of the three separate 
funds will determine the size of the 
investment, hence the current ratio 
required by the owner. The faster 
the turnover of the receivables and 
inventory as noted previously, the 
less the required investment; the 
slower the turnover the greater 
the needed investment and the less 
the creditors should be expected to 
carry. 


The Financing of Customer 
Credit 


The problem thus simplified re- 
solves itself into a question of the 
relative rates of turnover of the 
receivables-at-cost plus merchan- 
dise inventory, compared with the 
average turnover rate of payables. 
The critical factor now to be con- 
sidered is the added number of 


(Continued on Page 28) 




















uve Se ’ e 


' aw 8 


"e- 
he 
he 
ne 
he 
es. 
n- 


48 


It Can Happen Again 


Vesty Gates Ponders on Problem Parents 


ceived a consolidated state- 

ment from a holding company 

which wants Vesty’s firm to 
extend credit to one of its subsidi- 
aries. Last month Vesty pointed 
out that a healthy-looking statement 
from a parent company does not 
necessarily indicate that the chil- 
dren are equally healthy. He con- 
tinues his argument below. 


= Vesty’s young assistant has re- 
» 


“But,” Alice objected, “It’s fan- 
tastic to think of two operating 
companies with exactly the same 
financial statements. Show me 
something real.” 


“That was merely to show you 
that after parent company assets 
are excluded, the remaining picture 
can be less favorable than the con- 
solidated picture might indicate, 
even when assets are evenly divided. 
But now, proceeding from that 
basic fifty-fifty statement, we’ll 
talk about more realistic possibili- 
ties.” 

He did some scratch-paper work 
on the side for a few minutes. 














by HELEN M. SOMMERS 
Credit Manager 
TROJAN HOSIERY MILLS 


Indianapolis 


AUTHOR’s NOTE: All persons and 
places mentioned in this article are 
purely fictitious. Any resemblance 
to people or firms is purely coinci- 
dental. 


“Here,” he said as he copied 
down the final items, “you might 
have this disposition of assets and 
liabilities, without even rearranging 
the capital stock.” 

“Here A is turning its inventory 
surprisingly well—but into sluggish 
accounts receivable. Say that as 
much as one-half of the sales are 
on credit. There is an average of 
four months’ receivables on the 
books. When you consider that 
some of those accounts are less than 
thirty days old, that means that 
many of them are as old as, say, 
six months or more. There’s doubt- 
less dead timber there, and the 
asset’s actual value is overstated. 














Company A 
iss Ginny nanxnanwnnke $ 1,000 Accounts Payable ............. $ 10,000 
as a Seg ee el alices 16,000 
INE Siksascegniniarnesea 11,000 Capital Stock ................ 23,000 
: $ 28,000 
TN ct ioe icrie itn ese aaa 2,500 PE teredovinetacudspieka - 2,500 
$ 30,500 $ 30,500 
Sales for the year ............ $ 90,000 
Company B 
SD ciel cs Sccbinedaacudna ieee $ 1,000 Accounts Payable ............. $ 15,000 
MOORVENEED ...ccscccessavces 2,000 
MEN. Sines chapnitacuseens 35,000 = Capital Stock ................. 23,000 
$ 38,000 
IE gti wintitek incu ve bins 2,500 RE si caeibaneiaaed is needs 2,500 
$ 40,500 $ 40.500 
Sales for the year ............ $ 70,000 
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Of course A will be slow with its 
own payments. 

“But B,” he continued, “B is 
inventory-heavy to an almost dis- 
astrous state. If all sales were for 
cash, total income per month would 
be only $5,800 and after running 
expenses are paid, trade bills will 
be liquidated probably only at the 
rate of $3,000 or $4,000 per month. 

“The truth is that these assets 
should be scaled down on both 
these statements. Obviously A has 
some uncollectible accounts and 
just as obviously B has obsolete 
inventory. B, in addition, is vul- 
nerable to a market decline.” He 
paused and smiled. ‘“—— is question 
#1 answered?” 

“Adequately. You have proved 
that in a three-way consolidated 
statement presenting a favorable 
showing in itself, one or even two 
sides of the triangle can be unsatis- 
factory.” 

“And, of course,” Vesty added to 
her summation, “that holds for 
bigger families of companies as 
well, only more so.” 

“But coming to question #2, 
Peter can’t pay Paul in this case, 
but why can’t the parent come 
across with that $8,000?” 

“Maybe it could part with a 
little of it if it chose, maybe not. 
Remember that funds are needed to 
amortize a fifteen-year mortgage. 
That takes close to $3,000 for the 
year. There’s interest at 4%. 
That’s $1,600. There are taxes, 
say $500 or $600. Probably some 
items of upkeep, too. These funds 
might have been accumulated from 
rentals charged the operating com- 
panies, perhaps too high, perhaps 
just high enough to cover these 
fixed charges. And maybe cash 
represents balances just prior to the 
due-date of some of these commit- 
ments. Then, too,” here Vesty’s 
eyes narrowed, “stockholders of 
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some parent companies have been 
known to pay themselves dividends 
unwisely from paper profits of their 
subsidiaries. The angles and possi- 
bilities as to whether the parent 
company is willing and able to help 
are manifold. Nothing can be 
assumed.” 

“That, added to what you said in 
the beginning, pretty well answers 
question #2.” 

“There’s this to be added, Miss 
Lert. When this inter-company 
assistance that you are so inter- 
ested in does take place, you often 
get some pretty involved situations 
that obscure the true picture. Let 
me see if I can give you an illus- 
tration.” 

This time he was silent for some 
time while he busily scratched fig- 
ures. Alice sat quietly digesting 
their conversation. Finally he 
eame up triumphantly with the 
following: 


Parent 


Real Estate 
Investment in Subsidiary 


statement in these parent-subsidi- 
ary set-ups must be carefully ex- 
amined for inter-company debt, 
and all such inter-company receiv- 
ables should be disregarded in eval- 
uating the assets. On the other 
hand, an inter-company payable 
should be regarded as a specially 
vulnerable liability that could draw 
that particular company into bank- 
ruptcy should the affiliate to whom 
it is owed go broke.” 

“And when swapping of funds 
goes on with such facility, it would 
be best to turn thumbs down, 
wouldn’t it?” 

“Certainly. You don’t want a 
now-you-see-it, now-you-don’t situ- 
ation with your debtor’s assets. 
And of course, Miss Lert, one of 
the advantages of separate state- 
ments is to bring these inter-com- 
pany relationships to light. They 
don’t show up on the consolidated 
statement.” 


Company 


Capital Stock 
Deficit 


Company A 


$ 1,000 
16,000 
2,500 
11,000 


$ 30,500 
2.500 


$ 33,000 


Receivables 


Inventory 


Fixtures 


Payables 
10,000 
25,000 


Due to Parent .. 
Capital Stock 

Deficit — 12,000 
$ 33,000 


Company B 


$ 1,000 
18,000 
35,000 

2,000 


$ 56,000 
DORR 5 a os cielo 2,500 


$ 58,500 


Due from Parent 
Inventory 
Receivables 


“That’s a miniature Samuel In- 
aull,” Vesty chuckled. “But it all 
fits into the frame-work of your 
original consolidated statement. 
Here, the parent company has 
withdrawn $18,000 from B in the 
form of a loan. In turn the parent 
Ient $10,000 to A. Later B got 
overloaded with inventory and bor- 
rowed some cash from A. That 
kind of thing can go on until the 
threads of inter-relationship become 
more entangled than Hollywood 
marriage statistics. Any individual 
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Accounts Payable 
Due to A 
Capital Stock 


$ 15,000 
2,500 
21,000 


Surplus 20,000 


$ 58,500 


“And as to my third question, 
about guaranties,” Alice said, “I 
think I can now answer my own 
question. A guaranty by the par- 
ent is only as good as the individual 
financial strength of the parent and 
each of the subsidiaries. The col- 
lective statement is apt to be mis- 
leading.” 

“Now you know all the answers. 
All three of them, that is. And —,” 
he reached for The Mausoleum, 
“Just to show you that your Uncle 
Vesty didn’t always know those 


answers himself, we’ll have a look 
or —,” he flipped the pages, “— f 
this Suave Shop file from 1936. I f 
happen to remember that the de- [ 
tails are right down this same alley, [ 
We were hooked, as you see, for [ 
$1600.00.” 

Alice quickly produced the file. 
She loved Vesty’s bankruptcy remi- 
niscences, his honest humility about 
them and the sure way he had of 
putting his finger on the trouble- 
spot. 

Vesty picked up the file. 

“This company was called The 
Budget Shop until the father died 
and the son got ideas. He revamped 
the corporate set-up, leased new 
quarters, and put on an expansion 
and improvement program includ- 
ing 00-la! appointments in fixtures, 
fitting rooms, and store front. As 
things unraveled later, they in fact 
completely outswanked their custo- 
mers. Some shop owners will in- 
dulge their ego that way, you 
know,” Vesty chuckled. ‘“There’s 
the financial statement just eight 
months before their creditors reaped 
the wind.” 

Suave, Inc. 
Balance Sheet, June 30, 1935 


Cash in Bank 
Cash on Hand 
Inventory 
Prepaid 


Accounts Payable ........... ‘ 
Capital Stock 
Surplus 


Alice studied the statement, then 
looked up, puzzled. “That. state- 
ment looks good to me. Of course 
you don’t know the sales figures.” 

Vesty enjoyed her mystification. 
“Look at it again! Do you see any 
fixed assets?” 

“Oh! Those fancy fixtures you 
talked about! Well ——?” 

“When the old company was 
reorganized, two companies were 
formed: Operating company with 
capital of $65,000. Leaseholding 
company with capital of $125,000. 
The latter held the lease and 
equipped and remodeled the store 
and rented it to the operating com- 
pany. The information given out 
was that they were two independ- 
ent companies. On the strength of 
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Suppose The Debtor Dies 


Creditors Should Lose No Time in Filing Claims 


number of complications im- 

mediately arise as to the pay- 

ment of a debt owed by him 
to a creditor prior to his decease. 
Though the deceased debtor may 
have been wholly solvent and liquid 
enough to have easily paid the debt 
before he died there is generally a 
long delay facing the creditor be- 
fore he receives payment. This 
then is the first complication—the 
delay in obtaining payment. 

The other complications are in 
some degree tied in with the same 
cause which produces the delay, 
namely the legal regulations for the 
administration of the estate of a 
deceased person. If a debtor has 
an estate it must nearly always be 
administered under the supervision 
of a court (called generally Pro- 
bate, Surrogate, Orphans, according 
to various states) and in accord- 
ance with the provisions of law. 


* When a debtor has died a 
uu 


Administrators and Executors 


Where a person dies without a 
will with an estate to be adminis- 
tered, a pétition is filed for the ap- 
pointment of an administrator. 
Such deceased person is said to die 
intestate—meaning without a will. 
If the deceased person leaves a will, 
a petition is filed to have the will 
allowed and to have an executor 
appointed. Such person is said to 
die testate.. Depending on various 
circumstances the time consumed in 
obtaining these appointments 
varies, but in many instances the 
appointment is not obtained for 
several weeks after the filing of the 
petition. 

A creditor having a claim against 
a debtor now deceased, should in- 
terest himself as to what person has 
been appointed as executor or ad- 
ministrator. Until his appointment 
there is no power in any one (offi- 
cially) to deal for the deceased per- 
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son’s estate. Several states require 
the posting of notice of appoint- 
ment in public places or the pub- 
lication of notice in a newspaper. 
Creditors will ordinarily learn in 
due course as to whether a debtor 
is alive or not without any special 
notice since through the usual fol- 
lowing up of the collection of ac- 
counts the fact of death will be dis- 
closed by some one identified with 
the estate of the deceased. 


Presenting the Claim 


Having learned who the executor 
or administrator of a debtor’s estate 
is, a creditor must next ascertain 
what is necessary, according to the 
requirements of the state where the 
estate is administered, to properly 
prepare and file his claim. The 
presentation of a claim is impor- 
tant. The statutes in the various 
states prescribe the time within 
which a creditor must file or present 
his claim. The requirements as to 
the time for presentment of claims 
and the consequences from failure 
to file within the prescribed time 
are almost as varied as the number 
of states. 

A typical statute is that of Mass. 
G. L. C. 197, Sec. 1: 


“An executor or administrator shall not 
be held to answer to an action by a 
creditor of the deceased commenced 
within six months after giving his bond 
for the performance of his trust, unless 
such action is brought for the recovery 
of a demand which would not be af- 
fected by the insolvency of the es- 
tate”... 


with Sec. 2 as amended: 


“Tf an executor or administrator does 
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not within six months after the ap- 
proval of his bond have notice of de- 
mands against the estate of the de- 
ceased sufficient to warrant him to 
represent such estate to be insolvent, 
he may, after the expiration of said 
six months, pay the debts due from 
the estate and shall not be personally 
liable to any creditor in consequence 
of such payments made before notice 
of such creditor’s demand,” . . . [Italics 
ours. ] 


So, if the executor and adminis- 
trator does not have notice of a 
claim during the six months follow- 
ing approval of his bond, and he 
pays out the assets of the estate to 
those claimants of whose claims he 
did have notice, the creditor may, 
if there are not sufficient assets 
thereafter, go without any recovery. 


Insolvent Estates 


One of the purposes of the six 
months’ requirement here is to en- 
able an executor or administrator 
to determine whether an estate is 
solvent or insolvent. If the estate 
appears ifisolvent after notices of 
claims are in, the executor or ad- 
ministrator shall so represent to the 
court whereupon the court appoints 
commissioners to receive, examine 
and allow the claims. Again there 
is a limit for presenting claims to 
the commissioners of the insolvent 
estate. In the case of an insolvent 
estate there is, as in bankruptcy, an 
order in which claims are paid. 
Thus, taxes, wages under a certain 
limit, debts for necessaries under a 
certain limit, come each in its order, 
before general unsecured claims. If 
there is not enough to pay the 
creditors of any one class in full, 
that class will be paid ratably, but 
no class shall be entitled to any- 
thing until all of the preceding class 
shall have been paid. 

The failure of a creditor to give 
notice of his claim during the six 
months’ period may mislead an 
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executor or administrator into sup- 
posing an estate to be solvent (if in 
fact the presentation of the claim 
would have caused the estate to ap- 
pear insolvent). Thus, if he, in 
ignorance of a claim not presented 
timely, pays out the assets to those 
who have presented their claims, he 
is not thereafter liable to such 
creditor failing to present his claim. 

In some states the failure to pre- 
sent claims is more disastrous than 
in others. According to some sta- 
tutes a claim which is not properly 
presented is never entitled to be a 
charge against the estate; in others, 
the effect is to limit him to what- 
ever assets there may be remaining 
after the payment of the debts 
which have been properly proved 
by presentation. 


Follow Prescribed Method 


Creditors must ascertain the pre- 
scribed method of filing claims. 
Proof, in some states, requires an 
affidavit to the claim. In some 
states, the proof of claim is to be 
filed in the court itself, although 
these statutes have been interpreted 
liberally and if the claim is filed 
with the executor or administrator 
it may be sufficient. 

In some states the knowledge on 
the part of the executor or adminis- 
trator of a claim of a creditor, 
which is not formally presented, 
binds such personal representative 
to pay the claim out of the assets of 
the estate before he has distributed 
them. In re Goldowitz’ Estate, 12 
N. Y. §. (2nd.) 221. But the gen- 
eral rule is to the contrary; hence 
creditors ought, as a matter of 
sound practice, to prepare claims 
formally and present them in like 
manner to be on the safe side. 

The statement of the claim 
should give full information as to 
the amount and nature of it; the 
executor or administrator is often 
one who is not familiar with the 
business of the deceased and he 
should therefore be informed suf- 
ficiently as to promptly allow the 
claim as a proper one, if it is en- 
titled to be so treated. If the claim 
is founded on some instrument, 
such as a note or draft, it is well to 
attach a copy of the instrument. 

Some states require secured 
claims to be described in detail: 
i. e. the lien should be described, or 
12 
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a copy of the instrument giving rise 
to it should be attached, and infor- 
mation as to where it is recorded, 
date, page and volume in the 
bureau or registry for recording 
such instrument. In some states 
the form for presentation must also 
be signed by the creditor. 


Request Acknowledgment 


When the creditor presents his 
claim to the executor or administra- 
tor he ought, as a practical matter, 
to request an acknowledgment of it. 
If the representative of the estate 
acknowledges the claim (and espe- 
cially if he admits that it is cor- 
rect) it stamps the claim as a 
liquidated one and that therefore it 
is not disputed. If the representa- 
tive is going to reject the claim it is 
well for the creditor to receive 
notice of the rejection, because the 
creditor is then remitted to his 
remedy by taking legal action. 
The rejection of a claim by a repre- 
sentative is by no means a deter- 
mination of it judicially; it simply 
means that the executor or adminis- 
trator is not satisfied with it and 
will not pay unless the creditor ob- 
tains a judgment for the claim. 

Though an executor or adminis- 
trator cannot be sued during the six 
months’ period (as in Mass.) it does 
not necessarily mean that such 
representatives of deceased estates 
never do pay bills during that time. 
In many cases it is known to what 
extent the deceased was indebted 
and whether there are enough assets 
to comfortably pay all such bills. 
Therefore if an executor or admin- 
istrator is reasonably certain that 
he takes no risk in paying the bills 
before he needs to do so by statute, 
he will often take care of the bills.? 


After the Six Months 


After the period has expired, dur- 
ing which the executor or adminis- 


1Tt should be noted here that in 
Mass., as well as in many other states, 
an executor or administrator may pay 
preferred claims as soon as he is satis- 
fied he has enough assets to do so. The 
section quoted supra, Mass. G. L. C. 197, 
Sec. 1, specifically exempts from its oper- 
ation “a demand which would not be 
affected by the insolvency of the estate” 
and it has been determined that funeral 
expenses are in such category. Breen v. 
Burns, 280 Mass. 222. So expenses of 
the last illness and funeral expenses may 
be sued for any time. 


trator cannot be sued, he may of 
course, pay the debts if he has 
enough assets to do so. He should, 
indeed promptly pay the claims 
which have been presented (of 
which he has notice, whether ac- 
cording to the jurisdiction this 
means have knowledge of, or that 
formal presentation must be made). 
After the initial period when he is 
immunized from suits is over he can 
be sued. And here is the place a 
creditor in many of the states must 
watch his claim carefully. 

In many states there is a short 
statute of limitations within which 
a suit may be brought. If a credi- 
tor fails to sue within that time 
limit he is thereafter barred. In 
Mass. this time is narrowed to one 
year from the time the personal 
representative qualified by giving 
bond. And it is to be remembered 
that for the first six months the 
general creditor cannot sue; there- 
fore there is a scant six months to 
sue (though the court may extend 
the time for sufficient reason if a 
petition is brought within the year 
for another limited time, and the 
Supreme Court may on a bill in 
equity, filed by a creditor, grant re- 
lief to a creditor who has failed to 
prosecute his claim because of 
fraud, mistake, accident). See 
Mass. G. L. C. 197, Sec. 9 as 
amended, and C. 197, Sec. 10. 


File Claim Quickly 


Where a creditor knows the per- 
sonal representative of the deceased 
has refused to allow the claim, he 
should lose no time in having the 
claim judicially determined. Ordin- 
arily the only remedy open to a 
creditor is to sue in one of the com- 
mon law courts; there is little a 
creditor can do in the Probate 
Court itself in most states, except 
to compromise subject to order of 
the Probate Court. This may be a 
weakness in the Probate Court sys- 
tem but the jurisdiction to adjudi- 
cate disputes between people is 
fundamentally in the common law 
courts and this jurisdiction cannot 
well be taken away from them. 

The short statute of limitations 
governing suits against executors 
and administrators has for its pur- 
pose the prompt settlement of es- 
tates.. It therefore is well designed 
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No waste motion! No waste time! No rehandling of 
figures from start to finish! This Burroughs Calcu- 
lator is the on/y calculator that shows results of indi- 
vidual extensions and then remembers them to give 
automatic grand totals or net results. Find out how 
the Burroughs Calculator with exclusive “memory” 
dials saves 15% to 40% in calculating time for 
thousands of concerns. Find out how it can speed 
and simplify your invoicing, payroll and other 
calculating work. Call Burroughs. Burroughs Add- 
ing Machine Company, Detroit 32, Michigan. 





Burroughs 


- BURROUGHS > 


_ CALCULATORS ~ 
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Contractors As Credit Risks 


Accounts Need Proper Handling by Credit Department 


There is a variance in the 
Laws of the various States as 
iV) 


to the manner of acquiring a 

Mechanics’ Lien. The prin- 
ciples, however, in all States are 
fundamentally alike, and the points 
which I will attempt to bring out 
can be applied without regard to 
the provisions of the Law existing 
in your particular States. 

Likewise the Laws on the pro- 
tection given to materialmen on 
public improvements vary in the 
various States, but here too there 
are certain fundamentals which are 
the same. Naturally, so far as Fed- 
eral jobs are concerned, the Miller 
Act is the same no matter where 
the project is under construction. 

Whether the protection afforded 
to the materialman is given by the 
Mechanic’s Lien Statutes or by 
Public Improvement Bonds, time is 
an essential factor in all cases, and 
what I have to say will be devoted 
to trying to impress upon you the 
importance of keeping your records 
in such shape that you can avail 
yourself of the protection of ‘the 
various Laws enacted for your 
benefit. 

It has been our experience that 
there is really no more work in- 
volved in doing things the right 
way than there is in doing them the 
wrong way; in fact, it is easier, and 
less work to do them right than it 
is to do them wrong. 


Separate Ledger Charges 


The first point which I wish to 
bring out is that you should keep 
separate ledger charges on each job 
or project. This is true whether it 
is a case of your having Mechanics’ 
Lien rights or rights against a Pub- 
lic Improvement Bond. Let me 
point out some of the reasons why 
you must keep particularly accur- 
ate records of any of these jobs or 
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Secretary-T reasurer 
NATIONAL ASSOCIATION OF 
CREDIT MEN 
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projects where you are furnishing 
materials. 

The Miller Act requires that your 
claim must be filed within six 
months from the completion and 
acceptance of the job, and that suit 
must be commenced within a year 
from the completion and acceptance 
of the job. There is another provi- 
sion of the Miller Act which pro- 
vides: 


“Every person who has furnished labor 
or material in the prosecution of the 
work provided for in such contract, in 
respect of which a payment bond is 
furnished under Section 270a of this 
title and who has not been paid in 
full therefore before the expiration of 
a period of ninety days after the day 
on which the last of the labor was done 
or performed by him or material was 
furnished or supplied by him for which 
such claim is made, shall have the 
right to sue on such payment bond for 
the amount, or the balance thereof, 
unpaid at the time of the institution 
of such suit to prosecute such action 
to final execution and judgment for 
the sum or sums justly due him: PRO- 
VIDED, HOWEVER, That any per- 
son having direct contractual relation- 
ship with a sub-contractor, but no con- 
tractual relationship express or implied 
with the contractor furnishing said pay- 
ment bond shall have a right of action 
upon the said payment bond upon giv- 
ing written notice to said contractor 
within ninety days from the date on 
which such person did or performed 
the last of the labor or furnished or 
supplies the last of the material for 
which such claim is made, stating 
with substantial accuracy the amount 
claimed and the name of the party to 
whom the material was furnished or 
supplied, or for whom the labor was 
done or performed.” 


In many States on public im- 


provements there are Laws similar 
to the one in the State of Iowa, 
which provides as to the time for 
filing claims: 


“Claims may be filed with said officer 
as follows: 

1. At any time before the expiration 
of thirty days immediately following 
the completion and final acceptance 
of the improvement.” 


Then, in Iowa there is an additional 
provision that suit must be com- 
menced within sixty days after the 
final completion and acceptance of 
the improvement. 

Also, the Mechanics’ Lien Sta- 
tutes of most States have provisions 
a great deal similar to that in Iowa, 
which is as follows: 


“The statement of account required by 
Section 572.8 shall be filed by a prin- 
cipal contractor within ninety days and 
by a sub-contractor within sixty days 
from the date on which the last of the 
material is furnished or the last of the 
labor was performed.” 


Keep Records up to Date 


It will be seen from all these pro- 
visions that in each case the time 
within which you have to protect 
your rights dates either from the 
furnishing of the last material or 
from the time when the job is com- 
pleted and accepted. It, therefore, 
becomes very important to keep 
your records in such shape that you 
can do two things. First you can 
ascertain immediately when the last 
material was furnished or when the 
job was completed and accepted, 
and second, you can adopt some 
system so that on these construc- 
tion jobs, they will be checked fre- 
quently enough so that your time 
will not expire. 

While we are on the question of 
time, you should keep it in mind 
that when the Law says thirty, 
sixty or ninety days, that this does 
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TIME— 


suddenly you have time 


(mPa of —for that business 


call, an early train, 
maybe 18 holes before 

dark. You enjoy working 

now, and get more done! You 

have an Edison Electronic Voicewriter. 

Dictation is no longer a chore eating 

up your time, and your secretary's. Alone 

and at your convenience, you simply talk 

the work away. Edison's exclusive 
Ear-Tuned Jewel-Action “‘tailor- 
makes” your voice so that your 
secretary “gets every word” clearly 
and unmistakably, saving costly, 
time-consuming errors, 
No other instrument matches Edison 
understandability . . . for only Edison 


has Ear-Tuned Jewel-Action. 


Phone “EDIPHONE” in your city, 
or write Thomas A. Edison, In- 
corporated, West Orange, New 
Jersey. In Canada: Thomas A. 
Edison of Canada, Ltd., Toronto 
1, Ontario. 


aoe 


CREDIT AND FINANCIAL MANAGEMENT, July, 1948 





not mean one month, two months 
or three months. Just recently a 
case came to our attention where 
the sub-contractor had sixty days 
in which to file his claim. The 
Jast work was done July 28, 1947. 
He filed his claim on September 27, 
1947, and at the time of filing made 
the remark that he still had another 
day within which to file. Now, 
everybody knows that July has 
thirty-one days, that August has 
thirty-one days and the result was 
that he had filed on the sixty-first 
day. He lost his case, the contrac- 
tor was no good financially, and the 
amount involved was $1,190.00. 


An Efficient System 


In my judgment no matter how 
many jobs you have, each job 
should be kept on a separate ledger 
card. At the top of this card should 
appear the contractor’s name and 
something to indicate the job on 
which the material was furnished. 
If it is a public improvement the 
full project number should be put 
on the card, if a private improve- 
ment then at least the street ad- 
dress or the legal description of the 
property. Then once a month when 
statements are sent out all of these 
items should be consolidated on one 
statement, showing the amount due 
on each job and the total owing 
from that particular contractor. In 
many lines of business you will 
know from the amount of the ac- 
count whether the job is nearing 
completion or not, and by the con- 
solidating of the statements you 
can tell at a glance the entire 
amount due from the contractor. 

Modern bookkeeping records 
without a question are an improve- 
ment over those which were in exis- 
tence in the past, but they also have 
their defect. Many times you will 
find that the posting on the ledger 
cards as given by the machine is 
not the date when the material was 
actually furnished, but was several 
days after. This is because in get- 
ting your records together there is 
a delay between the making out of 
the original tickets and the furnish- 
ing of the material to the time it 
goes on the posting machine and 
posted to the ledger account and 
the posting machine posts all of the 
items on the one date. This means 
that you must be constantly on 
guard to know the exact dates from 
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the tickets when the last material 
was furnished. 

A credit man for whom I have a 
great deal of respect, in handling 
this type of account, told me that 
he keeps ledger cards on his jobs 
in a separate tray from those where 
the material is furnished on open 
account, and that he checks these 
job cards at least twice a month, 
and when the job has been com- 
pleted, he gets the original charge 
of the last item, and notes the date 
on the ledger card of the furnishing 
of the last material. By doing this 
he keeps himself constantly in- 
formed of the condition of the ac- 
count, and the time within which 
he has to file his claim. 


Figures Not Always Accurate 


Many of you will say that you 
are already keeping your records 
right, but we have discovered that 
this is not true of many of our 
members. We perform a service 
for the mortgage loan companies 
which consists of what we call 
“ clearing a job” at any time they 
request that the clearance be made. 
In other words, the loan company 
will ask us to find out what is ow- 
ing to the material houses on a 
particular job on a particular date. 
This is generally when they are 
getting ready to make their final 
settlement, and they want to know 
that all the bills are paid. 

We have found in many of these 
cases that the figures given us by 
the materialmen are inaccurate; 
that they give us the information 
on another job instead of the one 
about which we are making in- 
quiry, and in other cases that they 
have an account due them on this 
particular job mixed up with their 
other accounts, so that they tell us 
there is nothing owing, and then 
maybe thirty or sixty days later 
they will call us and say that they 
did not get their money on that job, 
and tell us the amount, which is 
owing. 

On the public improvements an 
automatic follow-up should be de- 
vised so that you can keep checking 
to know whether the job has been 
completed and accepted. 


Heard Act Requirement 


The second thing that is impor- 
tant in keeping your records is the 


manner in which your delivery 
tickets or your bills of lading are 
made out. The Heard Act, of 
course, has the following require- 
ment: 


“Every person who has furnished labor 
or material in the prosecution of the 
work provided for in such contract.” 


This has been construed by the 
Courts to mean that the material 
must actually be used in the im- 
provement, and this is true of the 
Law in many States. In Iowa we 
are more fortunate in that all that 
is necessary is that the material 
must be furnished for use on a par- 
ticular job. If thereafter it is di- 
verted to another job the material- 
man still has a lien against the im- 
provement for which it was fur- 
nished; in other words even though 
none of the material goes into the 
job, if the materialman has fur- 
nished it for that particular im- 
provement, he still has a lien upon 
that property. 


Delivery Records 


Your method of delivery will 
vary according to the type of busi- 
ness which you are operating. In | 
some cases you will be delivering [ 
by truck with your own trucks. [ 
In these cases every ticket should 
be marked with the address of the 
job for which it is furnished, and 
should be signed by somebody on 
the job who is representing the con- 
tractor or the owner. 

When material is furnished to 
the contractor, or his representative 
at your place of business, that is he 
calls for it with his own truck, the 
ticket should be made out showing 
the job, and here again it should 
be signed by the person to whom 
the delivery is made. 

A great many of you will be 
making your shipments by rail or 
truck, and in these cases the bill of 
lading, itself, should show that the 
material is being shipped to a cer- 
tain individual or firm for a certain 
project or for a certain job. Here 
the delivery to the railroad com- 
pany where the material is f.o.b. 
the point of shipment constitutes 
delivery to your customer. 

You may think that I am ovel- 
emphasizing the importance of 
keeping your records properly and 
protecting your rights by thus do- 
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ing. As a practicing lawyer for 
over thirty years, I have observed 
a great many cases where material- 
men have lost large sums of money 
due simply to the fact that they 
have not kept their records in 
proper shape. The best lawyer in 
the United States cannot win your 
case for you if you have not com- 
plied with the provisions of the law. 


Complete Compliance Essential 


You should keep in mind that all 
bond laws on public improvements 
and all Mechanics’ Lien laws are 
special rights given by the Statutes 
of the United States and the vari- 
ous States; that these rights did not 
exist at common law and constitute 
the giving of special privileges to 
certain classes of people. The 
Courts in interpreting such laws are 
bound, of course, to a strict con- 
struction; that is if materialmen 


have complied with all of the pro- | 


visions of the law they obtain the 


protection, but if they do not the | 
Courts cannot give them any pro- | 


tection, but are bound to follow the 
law strictly. 

Not only are the Courts bound to 
follow such a course of strict con- 
struction, but you must keep an- 
other thing in mind. In most cases 
where you are trying to avail your- 
self either of a public improvement 
bond or a Mechanics’ Lien, some- 
body has already paid for your ma- 
terial; that is paid the money to 
the contractor. Now, place your- 
self in the position of a Judge, 
where this is the case. On one side 
you usually have a corporation 
which is in business for profit. On 
the other side you either have an 
individual or perhaps a corporation 
with limited funds. The question 
that is placed before you is whether 


or not the individual or the cor- | 


poration with the limited funds 
should be compelled to pay again 
an account which has already been 
paid. I will tell you frankly that 
most Courts under a situation like 
this, unless they are bound by the 
Law itself, and you have complied 


with every provision of the Law, | 


will try to avoid entering a decree 
and forcing payment of the account 
again, 

In spite of the fact that you 
probably think you are keeping 
your records properly, I would sug- 
gest that you recheck them. 





- 
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# 8 of a series of informative articles — 
on insurance and bonding. 


Which would you rather lose— 
property dollars or income dollars? 


If disaster shuts down your place of business, you will suffer an income 
and a property loss. You need protection against both! 

Property insurance alone won’t protect you against loss of income, 
but Hartford’s Business Interruption Insurance can do just that. If fire, 
storm, or other hazards insured against, force you to suspend business, 
Business Interruption Insurance can protect you against loss of antici- 
pated earnings. 

Business Interruption Insurance can give you just what your bust- 
ness itself would have given you if no interruption had occurred. 

Here, briefly, is how Business Interruption Insurance protects you: 


BUSINESS BALANCE SHEET FOR ONE MONTH 
Before Fire 








Sales’ =. ee a a ae ae 
Cost of Seitnitine Ree SN ath ei aile se aes Fedele he 18,000 
GreereGnmi se 6 8k we se RU. 
ee EEO Re erate Te ott, alae Sekar ao a eae 10.000 
TUGEREE cet 5. se ey a ee ee te. ee 2 SO) Se 
After Fire —WITHOUT Business Interruption Insurance 
Sales... cae ld ape ee ee None 
Cost of Dentinndine fe ee ct oe ee a None 
Gross Profit. . .. . ee err ee None 
Expenses continuing dustin abo a a ae 
Net Loss ... Scovel 
Add. Anticipated Profit — Soe exeea. oof Je 2.000 
(oo a a a 
After Fire —wITH Business Interruption Insurance 
SOME. 45k us Se ES Oe a Se Ree ad None 
Cost of Siaptheasice Tet Same TO pe tien wis Tk) te) a None 
Gross Profit . .. . Ue ee None 
Income from Business loseensiaabiles Sevesenes .- o -. «| oe 
Expenses which continue. . . . ..... =. 7,000 
Net Profit. . . (we « £2 


(Same as was dittiinaied hele no inno “aption occurred) 


Hartford’s Business Interruption Insurance is adaptable to almost any 
business enterprise; stores, factories, garages, theatres, hotels, etc. 

The Hartfords have prepared work sheets to help determine how 
great a loss you might suffer and how much insurance you will need 
to safeguard your income. Write for them—there’s no obligation! 





HARTFORD FIRE INSURANCE COMPANY 
HARTFORD ACCIDENT AND INDEMNITY COMPANY 
HARTFORD LIVE STOCK INSURANCE COMPANY 


i 
Writing practically all forms of insurance except personal life insurance 
Hartford 15, Connecticut 
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An Idea to Increase Sales 


Credit Analysts of Accounts Augments Sales Study 


Credit men have passed 
2 through two stages of devel- 
opment and are now approach- 
ing the third stage where I 
think they will be called upon to 
constructively assist the Sales De- 
partment by fully utilizing the 
facilities at their disposal. 

In the first stage of development 
the men who carried out the duties 
.of the credit men were called upon 
to either approve or decline orders, 
based upon their ledger experience 
and information they obtained by 
reading agency reports, letters from 
banks and analyzing interchange 
reports. Their duties were confined 
entirely to the office in which they 
worked. 

In recent years management has 
become aware of the importance of 
credit work so we have passed into 
the second stage and today we are 
expected to confer with the Sales 
Department, personally call upon 
the trade, not only to obtain first- 
hand information, but also to sell 
the goodwill of the company. 


Approaching Third Stage 


Now I believe we are approach- 
ing the third stage where the credit 
man will take an active part in 
assisting the Sales Department in 
promoting sales. Today a good 
many companies find themselves in 
the position where the demand for 
their products has slackened or 
their production has increased to 
such an extent that they must now 
enlarge or more fully develop their 
present market or find new outlets. 
A great deal of money is now being 
spent to have market areas tested 
by outside companies specializing 
in this particular work. 

I believe the Credit Department 
ean take an active part in this 
phase of sales work. Our Depart- 
ment made an analysis of total 
sales in a single state, according to 
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by DON K. RANDOLPH 
Credit Manager 
NATIONAL SUGAR REFINING 
COMPANY 
New York 


the class of trade we sell, to deter- 
mine the amount of credit we were 
extending and the credit risk we 
were assuming. A study of this 
nature can be made on a nation- 
wide scale or confined to a small 
area, depending on the need and 
how much effort you want to de- 
vote to it. It is not necessary to 
break down the analysis into vari- 
ous types of business but as most 
of us sell to wholesalers, chains, 
cooperatives, retail stores and vari- 
ous kinds of manufacturers, the 
result is more informative. 


Classification System 


As a credit guide we use four 
classifications based on individual 
net worth. I realize that net worth 
is not a true indication of the abil- 
ity to pay but as we must have 
some basis on which to work, we 
decided it was the only practical 
means. I would like to point out 
that if we were able to obtain 
financial statements from all of our 
customers, the use of working capi- 
tal as a classification would be an 
equally important guide. How- 
ever, we did find that the net worth 
of the companies is available on 
practically every customer by 
checking agency reports, bank 
letters and other sources of infor- 
mation we all have in our credit 
files. It is not possible to base 
these groups solely upon Dun & 
Bradstreet ratings because many 
companies are assigned capital 
ratings. The four credit classifica- 
tions are as follows: 


1) Over $100,000, C plus 1 to 
AaAl 


2) $50,000 to $100,000, D plus 
to C 

3) $10,000 to $50,000, F to D 

4) Up to $10,000, M to F 


We made up individual cards for | 
each customer showing the name |) 
and address, type of business, credit 
rating and total dollar sales for the 
year. When this information had 
been placed on all the cards we 
then classified the customers ac- 
cording to type of business and 
broke down each category accord- 
ing to the four credit classifications, 


Helps to Gauge Credit Policy 


Now what did we prove credit- | 


wise and how can this information © 


be utilized by the Sales Depart- © 
ment? Before I answer those two | 
questions I would like to ask you | 
a question. If the Treasurer of © 
your company were to ask you to- [| 
day, how your accounts receivable 
are spread credit-wise, could you 
give him an intelligent answer? 

I believe if you had made a sur- 
vey such as I have just discussed, 
you could tell him fairly accurately 
what percentage of your total sales 
were made in Number 1 category, 
and likewise, what percentage in 
the other three. It should prove to 
your satisfaction whether or not 
too large a proportion of your busi- 
ness is confined to group Number 1. 
If the results show that the bulk of 
your business is in the hands of a 
relatively few accounts in Group 
#1, it could mean that your credit 
policy has been too conservative 
and should be revised. On the 
other hand, it might show the re- 
verse with too many sales in groups 
3 and 4. In that case it might save 
you a lot of headaches if you were 
to study your credit policy from 
that angle. The same would apply 
to the types of businesses which 
have definitely become credit prob- 
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lems and it is quite likely that 
from now on we will be continually 
faced with unfavorable conditions 
in one line of business or another. 

The survey can also show the 
total number of accounts you sell 
on a cash basis and what percent- 
age they are of total sales. I be- 
lieve this bit of information can be 
very helpful in dispelling the usual 
stories originating from the Sales 
Department. 

As I mentioned earlier in this 
discussion, the sales are shown on 
an industry-wide basis. This is of 
interest to the Sales Department 
as it shows the strength and weak- 
nesses of the sales coverage. I be- 
lieve the Sales Department is also 
interested in knowing if they are 
receiving their share of business 
from the small companies as well 
as the larger ones. Let us assume 
the survey shows that you are weak 
in your distribution to a certain 
class of trade. You know that 
your Department has been parti- 
ally responsible because this par- 
ticular type of business presents 
an extra hazardous risk. 

Now what can be done to in- 
crease sales in this particular situ- 
ation? We know, as a result of 
this suvey, exactly how the credit 
risks are spread both dollar-wise 
and credit-wise. Management is 
now in a position to determine 
whether or not they care to risk 
sales expansion in that particular 
field and if so, how much without 
materially weakening their finan- 
cial condition. If an expansion 
program of this nature is decided 
upon the Sales Department could 
select certain accounts with the 
approval of the Credit Department 
that have heretofore been restricted 
because of the credit policy. These 
companies would receive special 
attention by the Credit Depart- 
ment and _ periodical check-ups 
would be made to ascertain the 
amount of increased sales versus 
the bad debt losses. 

As weaknesses appear in the gen- 
eral economic structure of any par- 
ticular industry that you sell, the 
extent of the risk you are assuming 
is plainly visible and gives manage- 
ment an opportunity to decide 
Whether or not stricter credit con- 
trols should be exercised and possi- 
bly sales effort diverted to more 
favorable channels. 








Perhaps the highest price a business pays 
...1S the price it pays for lack of it! 


r YOUR BUSINESS is held back by 
a shortage of operating cash, it 
will pay you to investigate our 
liberal, low-cost Commercial Financ- 
ing Plan. From coast to coast, 
manufacturers and wholesalers who 
realized more operating cash would 
lead to sounder operations have 
used more than a billion dollars in 
the last 5 years under our plan. 


An Oregon lumber company writes: 
‘,.. your service advantageous.” 


« 


“ce 


A Maryland manufacturer: “. . . your 
organization made substantial contribu- 
tions to our success.” 


An Illinois chemical company: “. . . cost 


COMMERCIAL FINANCING DIVISIONS: 
BALTIMORE 2, NEW YORK 17, CHICAGO 6, LOS ANGELES 14, 
SAN FRANCISCO 6, PORTLAND 5, ORE... and other offices in more than 


300 cities of the United States and Canada. 


pa eeTR RE me * pores 
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reasonable and insignificant compared to 
profits we were enabled to make.” 


‘ 


A California steel company: “*. . . your 
aid of immeasurable benefit to our ulti- 
mate success in 1947.” 


Find out how little money costs 
. .. how much more you can get... 
how long you can use it. Read how 
our plan relieves you of worry about 
renewals, calls and periodic clean- 
up of loans. Complete details are in 
our book, ‘‘A Better Way to Finance 
Your Business.” Fora copy, just write 
or phone the nearest Commercial 
Credit Corporation 
office listed below. 


A BETTER Way 
ta LO ta 3 
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What Makes A Good Credit Man? 


Some Suggestions for Beginners in Credit Work 


briefly the writer’s thirty-five 

years with one company. After 

a year or two of office experi- 
ence I travelled a territory, selling 
goods. Part of the salesman’s duty 
consisted in making collections from 
dealers, obtaining annual financial 
statements, helping them with their 
settlements with their customers, 
and otherwise helping them make 
their business profitable. There 
was always a goal—to sell more 
goods profitably; and to do so 
necessitated keeping the dealer in 
the frame of mind, and in financial 
position, to sell more goods so he 
could buy more. Goods shipped to 
a dealer do not increase a sales- 
man’s volume if allowed to remain 
on the dealer’s shelf or in his ware- 
house. 


af It might be well to review 
u 


Concentrate on Sales 


It became sort of a mania with 
me to keep the goods moving to 
the ultimate consumer. Maybe I 
was just lazy and found it easier 
to try and improve the methods of 
the customers I had than to hunt 
new ones whose business experience 
with us would in turn be short- 
lived. This may be the reason why 
I think a credit man should be just 
as much interested in volume of 
sales as the sales manager, his 
interest being influenced to some 
extent by the fact he has the col- 
lection to make. But the aim is 
the same—to sell goods at a profit. 

I know that the sales and credit 
departments’ views will tend to 
diverge at times. The credit man’s 
efforts should be pointed to bring- 
ing the views parallel again, in 
order to arrive at the common 
goal—sales. In many cases the 
easy way is to refuse to approve 
the order for shipment. But the 
easy way is seldom the best method. 
It incurs enmity and makes the 
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by FRED HARRIS 
Credit Manager 
JOHN DEERE PLOW COMPANY 
Omaha 


Author’s note: It is not with the 
hope of expounding any new theories, 
or to lay down any new rules for 
credit procedure that this article is 
written. It is in the hope that in 
restating some well known principles, 
some beginners may avoid many of the 
pitfalls encountered in the conduct of 
their work. 


route more difficult in the future. 
Then, too, the management will 
soon learn that credit approval or 
disapproval has become perfunc- 
tory and will find a new credit 
man or pay the present one accord- 
ing to his talents. 


Know Your Facts 


Cooperation with the sales de- 
partment is easy if the credit man 
wills it that way, provided, of 
course, that the management is 
wise and impartial. But coopera- 
tion is not a one-way street. One 
of the essentials to cooperation is 
that the credit man has his facts. 
A credit man who depends on 
hunches or intuition in lieu of facts 
has two strikes on him in any con- 
troversy. He should get his facts 


from every possible source. 


Meeting the customer face to 
face is invaluable. The gleam in 
his eye, the clasp of his hand, the 
exposition of his frame of mind, 
the orderliness of his place of busi- 
ness, or lack of it, are all sources of 
information, but must be supple- 
mented by something concrete. 
Financial statements, where avail- 
able, bank reports, interchange 


data, and the salesman’s written 
report should supply the credit man 
with enough information to support 
his opinion and verdict. If the 
order cannot be approved the credit 
man and sales manager and the 
salesman should be able to sit down 
together and work out a program 
to make approval and shipment 
possible. 

After all, the object is to ship 
goods and get the money. What 
methods to follow cannot be out- 
lined here, as these will depend on 
many factors, such as the kind of 
goods, the distance from shipping 
point, the frequency of the sales- 
man’s visits and other things. The 
point to be considered is that the 
spirit of cooperation is present to 
attempt to accomplish the end 
sought. 

The cooperative spirit in the 
salesman should be encouraged. 
Salesmen are “folks too,” and if 
the proper spirit is shown by the 
credit department, the salesman 
usually reciprocates. 


Visiting by Proxy 


If the trade territory is of wide 
extent, the credit man cannot al- 
ways shake the customer’s hand. 
The next best thing is to “Shake 
the hand that shook the hand of 
Sullivan.” In other words, the 
hand of the salesman who can get 
the facts. 

Enthusiasm may be a_ word 
highly overworked but a credit 
man without enthusiasm makes 
about the same impression on his 


associates as the dime store girl | 


who reluctantly stops chewing gum 
long enough to insult the customer 
by languidly inquiring “Can I help 
you?”. Uncontrolled enthusiasm 
may be likened to an engine with- 
out a governor, which is useless. 
But without enthusiasm one has 
neither engine nor governor. Sales 
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just cannot be made successfully or 
satisfactorily without enthusiasm 
on the part of everyone who comes 
in contact with the customer. Even 
the office boy and elevator operator 
must have the spark of enthusiasm. 
This is particularly true of tele- 
phone operators and correspondents. 


Letters Make or Break 


In the matter of correspondence, 
as well as personal contact, the 
credit man can win business or lose 
it. No one in a business organi- 
zation has more effect on its cus- 
tomers in the way of correspond- 
ence than the credit man or his 
assistants. Letter writing is an art 
too seldom acquired by letter 
writers. Too often they take it for 
granted that they have acquired 
the art, while if they took even a 
short letter-writing course they 
would at least learn that they are 
woefully lacking in accomplish- 
ment. Good will cannot be pur- 
chased but it can be planted and 


encouraged until it is one of the | 
most useful assets of a company. | 
Tactful, simple and careful letters | 


are essential. 
Too often the credit man is bur- 


dened by many details and for this | 


reason cannot see the forest for the 
trees. The saving in cost is false 
economy. A credit man should be 
free to leave his desk, his telephone, 
and minor details and get out on 
the territory, preferably with the 
salesman. The things he sees and 
hears the first time out will surprise 
him. A merchant is proud of his 
business, whether large or small, 
and, unless the credit man is there 
to press a collection, is flattered 
that same one called on him for 
reasons other than to get his order 
or collect his money. The credit 
man will learn not to talk too much 
but let the customer expound and 
voice his views. They might be 
worth while. We can learn a lot 
more listening than by talking. 


Nothing will broaden the credit | 
man’s view like calling-on the | 


trade. 


Credit Education 


A few remarks on education may 
not be amiss in this article. 
gardless of the formal education a 
credit man has upon entering his 
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CREDIT LOSSES 
ARE RISING 












No Insurance Program designed 
to protect and conserve assets is 


complete without Credit Insurance 





WILL RISING CREDIT LOSSES 
ROB YOU OF YOUR PROFITS? 


by desor PROFITS ARE THE TARGET for rising credit losses. If you 
realize that your accounts receivable are important assets at all times... 
subject to risk at all times...should be protected at all times... you'll want to 
read our book, “HOW TO PLAN CREDIT POLICY.” 


It gives the essential facts on 
American Credit Insurance .. . tells 
you valuable information about 
setting up a sound credit policy. It 
may help you solve credit problems 
. . . prevent an excessive number 
of delinquent accounts. 

Manufacturers and ..;holesalers 
throughout the country, in over 150 
lines of business, are already pro- 
tected by American Credit Insur- 
ance . . . which GUARANTEES 
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ee, 


PAYMENT of your accounts 
receivable for goods shipped .. . 
pays you when your customer can’t. 


Phone the American 





Credit office in your | 
city or write American i How t0 Plan 

Credit Indemnity Co. | CREDIT POLICY 
of New York, Dept. 47, 
Baltimore 2, Md., for 
a copy of “How to Plan 
Credit Policy.” ’ 


PRESIDENT 


merican 
( redit Insurance 


PAYS YOU WHEN YOUR CUSTOMERS CAN°T 


OFFICES IN PRINCIPAL CITIES OF UNITED STATES AND CANADA 
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Planning for Profit 


The Credit Man’s Relation to Budgetary Control 


budget plan to be successful, 

it is extremely important for 

the business men in the com- 
pany—and this certainly includes 
credit men—to realize that success- 
ful budgetary control is a function 
of all top management; that better 
budgets are prepared by the co- 
operative effort of all key execu- 
tives and that effective budget plans 
are for the use of all executives and 
department heads—both individu- 
ally and collectively—and includ- 
ing the credit men. 

Before discussing the particular 
part played by the credit men, I’d 
like to give you a short description 
of better budgeting. 


In order for a management 
& 


A Composite Picture 


A business man’s budget—one to 
be used by management as an aid 
in conducting the business in a 
better fashion—is a composite pic- 
ture, expressed in dollars and in the 
form of profit and loss statements 
and balance sheets, and the coordi- 
nated future policies and plans of 
each and every executive and de- 
partment head making up manage- 
ment. 

Expressing the budget in the 
form of profit and loss statements 
and balance sheets certainly does 
bring the accountant into the pic- 
ture when the budget reflects the 
future policies and plans of each 
and every executive and depart- 
ment head, for a good credit man 
has future plans based on certain 
policies which will prevail. But it 
is important to remember that the 
accountant’s job is to put the fig- 
ures together and to prepare the 
budgets on the basis of information 
regarding plans furnished by the 
credit man and the other company 
executives. 

What are a few examples of these 
plans? 
>?) 


Cd 


by STEPHEN HAVASEY 
Management Consultant 
STEPHEN HAVASEY CO. 
Chicago 


The Sales Vice-President plans 
to sell 200,000 units of product, to 
advertise in Fortune, Life, etc., to 
conduct an intensified sales promo- 
tion campaign and to institute a 
salesmen’s compensation plan. 

The Manufacturing Vice-Presi- 
dent plans to make a certain num- 
ber of units based on the sales 
plan; to operate a standards de- 
partment, to change the basis of 
incentive compensation of factory 
employees, to tool for new products. 

The Treasurer plans to finance 
these operations; to reorganize the 
billing department; to install and 
operate a standard cost system in 
the factory accounting department, 
and to organize to collect statistical 
information on sales. 

After all the plans of all division 
heads are coordinated, their antici- 
pated effects in the form of dollars 
and cents become the budget. 


Credit Man Must Plan Too 


In order to do his job well, a 
credit man must also plan. Basi- 
cally, he must plan to maintain an 
organization to carry out the func- 
tions of credits and collections on 
the basis of certain policies. These 
policies can change from time to 
time, depending upon the credit 
outlook for the budgeted period. 
Some factors to be considered are: 


1. Are we approaching a period 
of poor times, normalcy or boom? 

2. Will we continue to ride the 
spiral of inflation or can we expect 
a deflationary period? 


3. Will there be a shift in con- 


sumer purchases from independent 
stores to chain stores, or vice versa. 


These questions, and others along [ 


these lines, must be answered as a [ 


basis not only of a credit policy, 
but also in order to forecast sales F 
volume. The latter is usually the Ff 
responsibility of the Sales Division, 
but it would be helpful to the sales [ 
manager to consult with the credit 
manager. However, no sales man- [ 
ager will work with the credit man- 
ager in this regard unless he knows 
that the credit manager takes a 
keen interest in the business out- 
look, studies business indices in | 
general and sales trends of his par- | 
ticular industry, makes his presence | 
felt at conferences and develops the | 
ability to make good forecasts. 
The credit manager should be | 
keenly interested in future sales | 
volume for another reason. As you |7 
all know, volume of sales has a 
great influence on net profits. Be- 
cause every company has certain 
fixed expenses to absorb, the ratio 
of net profit to sales income in- 
come increases as volume increases. 
A more liberal credit policy will 
increase sales volume, the extent of 


the increase depending upon the [> 


nature of the market—chain stores, |) 
wholesalers, or retailers. 

Of course, a more liberal credit 
policy usually means more bad 
debts and/or slower collections. | 
The credit man should have a fairly | 
good idea of the relationship of 
volume to bad debts and collec- | 
tions. At least once each year—at 
the time the budget is prepared— 
the credit man, in collaboration [7 
with the Sales Manager, Treasurer | 
and budget man, should: determine F 


the point at which the relationship F 


among volume bad debts, collec- [7 
tions and credit department expense [7 
would yield the greatest net profit. [ 
With this decision made, the Sales : 
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Manager is in a better position to 
make a sales forecast; the Treas- 
urer is in a better position to plan 
for financing operations and the 
budget man is in a better position 
to prepare his budget statements. 


Budget Information 


The credit manager can then 
outline his plans for the budgeted 
period, and, on the basis of his 
plans, furnish the required informa- 
tion to the budget accountant. This 
information includes: 


1. The budgeted cost of operat- 
ing the credit department. In better 
budgeting each department head 
should submit these figures; they 
should not be set by someone else 
in the organization. Revisions in 
these expense budgets should be 
made by higher echelons of man- 
agement, but only in collaboration 
with the department head. 

2. Bad debt percentages of sales. 
These may be different in different 
markets; different in the same 
market at different times of the 
business cycle; different credit poli- 
cies also cause differences. This 
information will be used in pre- 
paring the budget statements and 
by the Treasurer in making finan- 
cial plans. 

3. Data regarding anticipated 
collections. This data should show, 
by markets, what percentage of 
sales will be discontinued, what 
percentage will be collected within 
30 days, 60 days, etc. This data is 
especially important in companies 
not having large cash reserves 
and/or engaged in seasonal indus- 
tries. In any case, a cash require- 
ments budget cannot be determined 
without this information. 


These are the things a credit 
manager should do in budget prepa- 
ration, that is, if a company has a 
budget plan. But not many credit 
managers do these things. Why 
not? I know one budget account- 
ant who thinks he can do a better 
job by himself, so he doesn’t ask 
the credit man for this information. 
I know of another budget man who 
once did ask for this information, 
but the credit man did not want to 
stick his neck out, and preferred to 
pass the buck. Of course, neither 
course is the right one. Obviously, 
& good credit man should be the 


(Continued on Page 40) 


CREDIT AND FINANCIAL MANAGEMENT, July, 1948 23 








































Here’s How to Put Your 
Best Foot Forward in 
Credit Correspondence 


Every working day of the year Credit Executives have to 
write many letters asking their customers to do something. 
Note that: asking their customers to do something. 


Whether those customers will do what they are asked to 
do will depend in many cases on how skillfully they are 
asked. 


H. M. Sommers’ new book, Psychology in Credit Letters, 
is a goldmine to the Credit Executive faced with troubling 
problems in correspondence. The book shows the proper 
psychological approach to difficult customers, the slow pay- 
ers, the non-payers, the discount chiselers. It points out 
how the customer’s own basic instincts can be made to im- 
pel him to do what you want. 


Volume after volume, article after article, have 
been written on this subject. Example after ex- 
ample has been printed of the successful credit letter. 
But never before has anyone gone to the trouble of 
analyzing these letters so carefully, showing why cer- 
tain sentences and phrases can have such telling ef- 
fect, how you can make your credit letters infinitely 
more effective. 


There is a very limited number of copies still available, 
cloth bound, at $3.00 a copy. Send in your order now while 
it can still be filled. Postage prepaid if check is sent with 
order. 


Publications Department 
National Association of Credit Men 
One Park Avenue, New York 16, N. Y. 


| 
| 
Gentlemen: | 
| 
| 
| 





Please send me......... copies of PSYCHOLOGY IN CREDIT 
LETTERS, by H. M. Sommers. 


a i la C] Bill me. 
alii aia ] Check enclosed. 










Education and 
Professional Advancement 









of Credit Men there rests at 

this time a great educational 

responsibility. The success of 
our National Association and of 
each of its affiliated units, in ad- 
justing ourselves to doing business 
in a new kind of world, in con- 
tributing to higher standards of 
business conduct, in bringing about 
means for strengthening industrial 
democracy and its practice, and in 
understanding the increasing com- 
plexity of national and interna- 
tional economic relationships, must 
depend to a great extent upon the 
vision we have of our educational 
responsibility and what we do 
about it. If we fail to take this 
responsibility seriously and to see 
that a properly qualified leadership 
for credit and financial manage- 
ment is trained to carry on, we 
shall have been remiss in our duty 
as Association leaders. We shall 
also have contributed mightily to 
the failure of our Association in 
meeting its problems in the trying 
days ahead. 


*. On the National Association 
u 


Personnel Problem 


The seriousness of the problem of 
finding and holding good credit 
executives in the member firms of 
our Association is well known to 
most of us. The significance of 
this problem merits our considera- 
tion and so I ask that you think 
through some of the factors to 
which we should direct our atten- 
tion. 

For many pre-war years, and 
more especially at present, there 
has been a steady accelerating flow 
of the most competent credit execu- 
tives out of credit work into more 
responsible executive postions. We 
do not deplore this trend, in fact 
we take pride in it. It has come 
about from the recognition which 
top management is giving to the 
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by DR. CARL D. SMITH 


Director of Education 
NATIONAL ASSOCIATION OF CREDIT MEN 


valued service which these chosen 
leaders of our profession have rend- 
ered to their own firms and to the 
business community in general. 
They have demonstrated their com- 
petence and have shown that they 
possess the quality of leadership so 
much needed in financial manage- 
ment circles. 

We are confronted with a serious 
danger at this point if we provide 
no adequate plan and method for 
bringing new and qualified person- 
nel into our ranks to fill the gaps 
left by those who have moved up. 
The war period contributed to mak- 
ing this dearth of personnel more 
acute, for during the war credit de- 
partments shrank to a_ skeleton 
force and often the most competent 
men were allocated to other depart- 
ments. There they readily made 
good and have thus burned the 
bridges that reached back to their 
old jobs. 


Professional Recognition 


Another significant factor which 
impinges heavily upon the problem 
is the lack of adequate professional 
recognition of the credit executives. 
For entirely too long the credit man 
and the bookkeeper have been con- 
sidered synonymous. Why should 
this be so? The fault is our own 
and we have no justification for 
trying to place the responsibility or 
the blame elsewhere. We have 
failed to appreciate our own impor- 
tance and to sell the public, our 
own top management executives 
and our customers on the dignity, 
the values and the professional im- 
portance of the work we do. 
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The real crux of this problem of 
lack of professional recognition 
rests in two words, “credit men.” 
Really now, what are “credit men”? 
We have in the catalogue of busi- 


ness terms “salesmen”, “ware- 
housemen”, “floormen”, “traveling 
men”, “customers’-men”, “show- 
men”, “baggagemen”, ‘“lumber- 


men”, “servicemen”, “watchmen”, 
and a score of other “men” in addi- 
tion to “credit men”. Are any of 
these really thought of in terms of 
“executives” or as “managers” or 
as “officers’? Why not begin to 
remedy this situation immediately 
by changing the name of the Na- 
tional Association of Credit Men to 
the National Association of Credit 
Managers or to the National Asso- 
ciation of Credit Executives. Do- 
ing so, we will have taken a long 
and effective step toward gaining 
the professional recognition we de- 
serve and also in attracting to our 
profession the type and quality of 
personnel we must have to assume 
the leadership in American business 
we covet. 


Should Have Greater Authority 


Our educational responsibility 
points clearly to the heart of an- 
other problem which bears directly 
upon our professional status and 
which is quite personal in nature. 
Not all, but too large a percentage 
of credit men, have a strong sense 
of frustration and a companion 
feeling of inferiority as contrasted 
with their associate executives in 
other departments. These atti- 
tudes of mind and action are not 
natural with businessmen, they in- 
variably spring from inconsistencies 
which credit men face—inconsis- 
tencies between the demands that 
are made upon them and the degree 
of authority invested in them as in- 
dividuals and as a group. 

If credit executives as a group 























| 


ty 


eA iS LA 


are “the guardians of the nation’s 
profits” as our National seal im- 
plies then are we not entitled to the 
full authority and _ significance 
which that phrase connotes? If it 
is our responsibility to protect the 
resources of America’s economy and 
of our respective organizations, 
then why should we be hesitant 
about facing realistically the incon- 
sistencies and doing nothing about 
them? 

So long as we demonstrate by 
our own thoughts and actions that 
we complacently accept these in- 
consistencies we can scarcely expect 
either the business public or top 
management to assume any other 
viewpoint towards us than that 
which we reflect. We may have 
done a fine job and may have up- 
held the high ethical standards of 
our Association and our profession 
but so long as we are frustrated 
and confused in our vision and con- 
cept of our jobs just so long will 
we be stymied professionally 
speaking. 


Advancement Through Education 


It is not possible to talk about 
professional advancement without 
taking into account the intrinsic re- 
lationship of education to profes- 
sional advancement. 

Looking at education from the 
common-sense point of view of the 
business man we see two funda- 
mental objectives. First, to pro- 
vide the means by which the great 
mass of our people may obtain the 
basic training necessary for making 
a living and for deriving the great- 
est good and enjoyment from life 
itself. And, second, to provide the 
opportunity for superior training 
whereby the individual who has po- 
tentialities may prepare himself for 
social, political, business or spirit- 
ual leadership. These are broad 
and basic objectives and must be 
given first consideration in any 
study of the place of education in 
our society. 

There are those who assume that 
education should consist of filling 
the mind of the recipient with the 
important facts accumulated by 
man throughout the ages. A gen- 
eral education, therefore, becomes 
a general accumulation and reca- 
pitulation of the objective experi- 
ences of the human race. Special 
education, on the other hand, be- 


comes a more detailed and exhaus- 
tive briefing of the facts and infor- 
mation in a more restricted field of 
knowledge and experience. Educa- 
tion in business according to those 
who follow this theory consists of 
the summation of the results of 
business experience classified, sys- 
tematized and put into orderly 
pigeonholes for ready reference 
when the demand arises for their 
use. 


Widely Accepted Theory 


This theory has found wide ac- 
ceptance in most institutions of 
higher learning. It is efficient as a 
learning method. The time, the 
energy, the prestige and the pa- 
tience of the teacher as well as the 
student are conserved by this 
method. The student seems to de- 
velop a positiveness, a precision of 
thought and a firmness of acquisi- 
tion of subject-matter remarkable 
for the relatively short time that 
he spends upon his studies. By this 
method the teacher masters once 
and for all the facts of his field and, 
having put them in order, proceeds 
to pour forth to his students a flow 
of information much of which has 
been handed down to him from his 
teacher. 

Another school of thought starts 
with an entirely different method 
and comes out with a different re- 
sult. Those who follow this think- 
ing take the position that educa- 
tion should enable the individual to 
learn at first hand under proper 
guidance the nature of the prob- 
lems that arise out of new situa- 
tions and out of a constantly 
changing order of business activity 
and how these problems may be 
solved. 


Looks Forward 


This method is aimed at the de- 
velopment of the student’s ability 
to take positive action in the face 
of new and changing experience. It 
is less concerned with what has 
happened in the past and more in- 
terested in what is likely to happen 
in the future. As credit executives 
we are more interested in the new 
experiences that may confront us 
in the days ahead than we are in 
the accumulated knowledge of the 
past fifty years. I admit that what 
has gone before in credit work may 
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Many large manufacturers, 
serving a record number of 
distributors, are turning to 
Douglas-Guardian to reduce 
the peak credit loads their 
companies are carrying. 
Here’s how we can help: 
We arrange with your dis- 
tributor, through his local 
bank, for a bank loan secured 
by his unsold inventory with- 
out moving it off his premises. 


Result? Your customers 
can pay for your shipments 
promptly —keep ample stock 
on hand. Your company is 
relieved of credit risks and 
enabled to do business on a 
“cash account” basis. 


DOUGLAS-GUARDIAN 
WAREHOUSE CORPORATION 
50 BROAD STREET, NEW YORK 4, N.Y. 


Please send me booklet “Profits on Your 
Premises” which tells how distributors can 
borrow on inventory. 

Company. 

A Ni cicada tcp 
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WRITE FOR BOOKLET 
GIVING COMPLETE DETAILS 








have a vital bearing on what we do 
tomorrow, but I contend, that to- 
morrow’s problems cannot be solved 
wholly in the light of yesterday’s 
experiences. We are living now 
and doing business today on a very 
different basis and in a changed 
world from that in which we lived 
and did business in 1938 or 1940. 
The problems of tomorrow which 
you and your associates must face 
will not be recognizable in terms of 
the problems you faced before 
D-Day. New trends and forces, 
new problems, great technological 
changes, and new sources of power 
parade before us in a manner that 
was scarcely dreamed of by the 
business man of a decade or two 
ago. 


NACM Education Courses 


The National Association of 
Credit Men and its leaders have 
always been vitally interested in 
education. The implementation of 
that interest was evidenced in the 
first decade of the Association’s life 
when evening classes were formed 
in which credit men might study 
at the conclusion of the day’s work. 
This interest in credit education has 
been a strong contributing factor to 
the dynamic life of the Association 
and to its ever expanding influence. 

The National Institute of Credit 
was created in 1918 as a properly 
approved and recognized medium of 
the Association for the furtherance 
of that type of educational activi- 
ties which would best serve the 
needs of credit men and women. At 
the outset the concept of profes- 
sional development and advance- 
ment of those who had chosen 
credit work as a career was of 
primary concern to the leaders of 
our Association and to the founders 
of the Institute. They saw the 
need and they planned wisely for 
the future. 

All of us are keenly aware of the 
important part that creative think- 
ing plays in the management and 
operation of the credit department 
and in its relationship to other de- 
partments and to top management. 
We believe that every effort should 
be made in the training procedures 
to see that the student who pursues 
the credit education program may 
have the maximum opportunity for 
developing his imagination, his 
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initiative, his powers of analysis 
and his understanding of how to 
approach new problems and to meet 
the changing business conditions. 


Standards Raised 


The current policy of the Insti- 
tute stresses the need for those who 
wish to become credit executives of 
acquiring a broad foundation of 
business knowledge and workable 
skills in the administrative proc- 
esses of credit management. Two 
years ago the National Credit Edu- 
cation Committee faced the issue as 
to what was needed to be done to 
bring our credit education program 
in line with this policy. 

A survey of the field, including 
an opinion poll of the Fellows of 
the Institute and of leading credit 
executives, clearly revealed a recog- 
nized need for a great improve- 
ment in the courses of study and in 
the standards by which the Asso- 
ciate and Fellow Awards were to 
be obtained. Accordingly the Com- 
mittee took action which was sub- 
sequently approved by the National 
Board of Directors whereby the 
course requirements for the Asso- 
ciate Award were increased by 50% 
and those for the Fellow Award by 
150%. The whole program was 
greatly strengthened by-the addi- 
tion of several important courses 
that were lacking and _ sorely 
needed. 

To complete his qualifications for 
the Associate or the Fellow Award 
the candidate is required to take a 
National qualifying or comprehen- 
sive examination set and given by 
the National Institute of Credit. 
In addition he must give evidence 
of three to six years work experi- 
ence in the Credit department, or 
in other departments such as sales, 
accounting, finance or the general 
office. 

These programs of study for the 
Awards are made available to the 
employees of the member firms of 
our Association through the char- 
tered chapters of the Institute lo- 
cated in all principal cities. The 
chapter generally establishes work- 
ing relationships with the school of 
business of the local college or uni- 
versity or with the extension divi- 
sion of the state university. Such 
relationships have been established 
with about 40 institutions such as 





Johns Hopkins at Baltimore, 
Northwestern at Chicago, Southern 
Methodist at Dallas, Tulane at 
New Orleans, Minnesota at Minne- 
apolis and St. Paul, Michigan at 
Detroit and Grand Rapids, Kansas 
University at Wichita, University 
of California at Los Angeles, San 
Francisco, and Oakland, Wisconsin 
at Milwaukee, Temple at Philadel- 
phia, University of Richmond at 
Richmond, Boston University at 
Boston, University of Cincinnati at 
Cincinnati, Cleveland College and 
Fenn College at Cleveland, Butler 
University at Indianapolis, Rutgers 
at Newark, Duquesne at Pittsburgh 
and many others. The local Credit 
Education Committee plays an im- 
portant part in the development of 
these working arrangements and in 
the promotion of the program. 

The Institute also makes avail- 
able 16 different courses through 
correspondence study. These, with 
the exception of Credits and Collec- 
tions, are offered in co-operation 
with the University of Wisconsin 
Extension Division. Those who are 
too remote from centers where 
chapters exist or who wish to sup- 
plement their resident courses may 
take adventage of these correspon- 
dence study programs. 

Finally, we have the Executives’ 
School of Credit and Financial 
Management conducted in co- 
operation with the University of 
Wisconsin at Madison. This School 
is established to fill an urgent need 
whereby credit executives who had 
achieved positions of prominence 
might carry on their training be- 
yond that provided in the Fellow 
Award program. The School is in 
session during the last two weeks 
of August and only men and women 
who hold responsible executive po- 
sitions in the field of credit and 
financial management are admitted. 
The attendance this summer will 
exceed 100. A top notch faculty of 
outstanding executives, university 
professors and leading specialists 
are employed to furnish instruction 
and to give leadership to the discus- 
sion groups. 

To complete the program atten- 
dance for a period of three summers 
is required. This attendance need 
not be consecutive. In addition the 
executives are required to prepare 
and submit solutions to a series of 
7 or 8 highly practical problems in 
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the intervals between the summer 
sessions at the end of the first and 
second years. Upon completion of 
the program and the requirements, 
the executive award is granted. 
School has received wide 
acclaim from those who attended 
last summer and especially from 
top management executives of the 
companies from which these men 
and women came. 

The credit executive can no 
longer make the ‘excuse that he is 
not interested in credit education 
for the reason that the courses of- 
fered by the Institute are too ele- 
mentary and do not meet his needs. 
The Executives’ School is tailor- 
made for those who are holding re- 


| sponsibile executive positions. No 


one can afford to by-pass the op- 


' portunity which this School brings 


to him. 


Our Responsibility 


Our responsibility, it seems to 


me, runs along the following lines. 


First, that we endeavor to locate in 
our respective organizations the 
kind and type of young men and 
young women who will make 
worthy additions to our profession 
and to encourage them to develop 
through education their qualifica- 


' tions and abilities for advancement. 


erie 


Second, that we exercise group lead- 
ership in meeting the issues and 
solving the problems of credit edu- 


_ cation and professional advance- 
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ment for our Association and its 
members. Third, that we stimulate 
our members to assume the re- 
sponsibilities of leadership wher- 
ever they may be serving and that 
we encourage them to prepare con- 
tinuously for these responsibilities. 
Fourth, that we encourage the re- 
search approach to problem solving 
in our daily work and thereby ad- 
vance the effectiveness of our pro- 
fession. 

These objectives can be accom- 
plished only where men and women 
are working and where they are 


) meeting together in chapters and 


in Association gatherings. The 
function of the National Institute 


) of Credit, its officers and staff, is 
>» to provide the policies, the pro- 
') cedures and the services whereby 
| the chapters and the Association 
) can help their members realize these 


) objectives. 


Let me urge upon each of you the 
recognition of our educational re- 
sponsibility, not only to ourselves, 
but to those who labor with us. 
The only way I know by which 
the credit man can improve his 
position is for him to improve him- 
self and for him to choose his per- 
sonnel on the basis not of present 
knowledge but of future possibili- 
ties. Credit education has an un- 
finished task to help immature in- 
dividuals move on into maturity 
and mature individuals into a still 


more competent maturity. Credit 


education therefore becomes an es- 
sential phase of the educational 
process and is conceived as an ad- 
ditional means of assuring credit 
men that intellectual maturity of 
the individual is necessary if they 
are to achieve the professional ad- 
vancement so much desired. 


Credit Management 


(Continued from Page 5) 
upon as his customers. He visits 
with them, discusses their prob- 
lems, and gives them valuable aid 
and advice. He guides new ven- 
tures through their vulnerable in- 
fancy when the virus of over-ex- 
pansion and over-extension is fatal. 
His judgment of human character- 
istics makes it possible for him to 
nurture and build an under-capital- 
ization into an important and loyal 
customer. He sits at the bedside 
of a customer with a fiscal ailment 
and prescribes the remedy which 
effects the cure. He becomes a 
welcome visitor, and his helpful ad- 
vice is not only gratefully accepted 
but eagerly solicited. In short, he 
is the exponent of Goodwill, with- 
out which there can be no profit. 


Still Time To Register 
For Advanced Study 


There are still a few openings left in the 1948 session of the 
Executives’ School of Credit and Financial Management, 
sponsored by the National Association of Credit Men, to be 
held at the University of ‘Wisconsin from August 22nd to 


September 4th. 


This is an opportunity for self-improvement that 
should be grasped quickly by everyone who is inter- 
ested in business administration in all its phases. The 
credit executive who realises that there is more to 
business than a credit department, and who finds out 
how the other parts of a business function, is the 
credit executive who is going to get ahead. 


The school buildings on the campus of the University of 


Wisconsin are most modern. 


The program of study is inter- 


esting and challenging. The faculty is of the first class. 
The students are all of executive rank, seasoned, experienced 


credit executives. 


They have risen in their profession, but 


they feel there is still further to go. 


Why not join them? 


Write now to the Executive Direc- 


tor, Dr. Carl D. Smith, at One Park Avenue, New York, 16, 


a 
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(Continued from Page 8) 


days’ cost of sales carried in the 
customer’s accounts contrasted with 
credit in days extended by whole- 
salers and others. 


Receivables-at-cost is simply an- 
other form of “inventory”; credit 
extension causes an increase in the 
total “inventory” of merchandise at 
cost figures. The same merchan- 
dise costs pass through two funds. 
Since the gross profit in the trade 
debtors accounts must be deducted 
from the receivables to pay oper- 
ating expenses as it is collected, the 
problem becomes one of determin- 
ing the rate of flow of goods at cost 
through two ‘‘inventories.’’ By 
merging the two funds into one 
large “warehouse” containing the 
two like elements, the ratio be- 
comes easy of application from a 
purely mathematical standpoint. 


Three credit rules may be taken 
from inventory-at-cost and receiv- 
ables-at-cost turnovers. First, a 
“composite” turnover may be deter- 
mined, meaning the number of days 
required to convert the two “inven- 
tories” into cash. This is found by 
dividing the sum of the two into 
the cost of sales. With an average 
merchandise inventory of $25,000 
and receivables-at-cost of $50,000 
and an annual cost of sales of 
$150,000, the turnover would be 
two times per year—once every 180 
days, a period longer than the re- 
quired length to turn either the 
merchandise or the receivables 
separately. On the basis of general 
averages, say 60 days allowed by 
creditors assumed above, approxi- 
mately 60/180 of the cost value 
will have been collected from the 
two funds. Theoretically sixty-six 
and two-thirds per cent should be 
invested by the owner to pass a 
100% credit test. 


The second rule states that credi- 
tors will carry that portion only of 
the accounts receivable (at-cost) 
which is expressed by the direct 
ratio of average number of days’ 
credit extended to customers com- 
pared to days extended by creditors. 


In round terms the creditors can 
be expected to carry the amount of 
current debt which the business 
itself can realize from collections- 
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Is The 2 to 1 Ratio Adequate? 


at-cost, during the period in which 
wholesale credit is extended. If in 
a given period of time, seasonal or 
otherwise, these collections are not 
sufficient to extinguish the entire 
amount of indebtedness created to 
carry a given amount of assets, the 
owner would supply the deficiency 
created by the slowness of the re- 
ceivables turnover to avoid lagging 
creditor payment. Outside loans 
indicate roughly the disparity in 
turnover rates and the duration of 
slow collections. 


Statement in Mathematical 
Terms 


The third rule states that the 
creditors will carry only that por- 
tion of the inventory which the 
average rate of turnover of the in- 
ventory bears to the average rate 
of turnover of the payables. By 
comparing the average number of 
net credit days of payables to the 
days required for the turnover of 
merchandise, naturally an identical 
result will be secured. We can now 
state the proposition in mathemati- 
cal terms as applied to the com- 
posite turnover of receivables-at- 
cost and inventory: 

If we let “L” equal the amount 
of current liabilities (in dollars) 
which the business can carry, and 
“A” the amount of merchandise-at- 
cost plus receivables-at-cost, “TW” 
the composite rate of turnover of 
these two items per period, and 
“tp” the average number of turn- 
over of payables per period, then: 
ial (TW) 

(tp) 

Non-liquidating assets which 
practically means the balance of 
current assets should be carried on 
long term credits. Self-liquidation 
is a product of current assets at 
cost (receivables plus inventory) 
times the direct ratio of asset turn- 
over to wholesale debt turnover. 

Bank loans can be made good 
under the above assumptions only 
if the receivables or the inventory 
are liquidated in amounts equal to 
the loan. Forced sale of assets to 
repay outside loans merely speeds 
the turnover to meet the debt. This 





does not deny the possibility of | 
loan renewals, in fact it re-empha- 


sizes the basic cause for the de- 
mand. Resort to long term dis- 
count financing demonstrates the 
rule which again proves the neces- 
sity for synchronizing time pay- 
ments with asset conversion. The 
point to the argument lies in the 
shift in emphasis from a conven- 
tional ratio to merchandise plan- 
ning based on known or projected 
conversion rates of current assets 
and credit terms. 


Suppose The Debtor Dies 


(Continued from Page 12) 
but creditors are sometimes shocked 
into a realization that they have 
held their claim too long and can- 
not recover because of the short 
statute of limitations. The statute 
is merciless and if a creditor has 
been lulled into a sense of security 
by promises of the personal repre- 
sentative to pay, and has failed to 
bring action within the period al- 
lowed by law for doing so, there is 
no way he can use the promises of 
the executor or administrator as an 
excuse for not bringing his action. 


Statute Cannot Be Waived 


The executor or administrator 
does not, in most jurisdictions, 
have the right to waive the statute 
of limitations, where such statute 
exists; this is because he does not 
have the power to waive the rights 
of others, including other creditors, 
heirs and _  legatees. Therefore, 
when once the statute has run its 
time and the creditor has not taken 
advantage of the privilege of filing 
any petition for extension or 
brought a suit against the personal 
representative, there is only a re- 
mote hope of realizing his claim. 
This remote hope lies only in the 
possibility that the personal repre- 
sentative has conspired to prevent 
the creditor from filing suit on time. 

One other possibility remains: it 
has been held in some places that 
a personal representative may 
promise creditors to become per- 
sonally liable if they forbear the 
bringing of suit, and if they do for- 
bear and there is no fraud, he may 
himself be entitled to reimburse- 
ment from the estate for payments 
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> thus made. There is too much risk 
involved to trust in exceptions of 


this sort, however, and creditors 
should keep their claims on the 
calendar and fail not in bringing 
action within the time limit af- 
forded by the statute of limitations. 


It is difficult to make a general 


» summary of such a subject because 


every state has its own statutes 


governing the matter of presenta- 


collection by legal action. 


tion of claims and the methods of 
How- 
ever, there are certain matters in 
common in the administration of 


estates, between the various states. 


These things have been mentioned 
here: namely, the fact that the es- 
tates of deceased persons are ad- 


_ ministered under supervision of a 


court dedicated to such business, 
that a personal representative, such 
as an executor or administrator is 
appointed, that the court allows 
him a certain period to be properly 
notified of, and to assemble the 
claims, that in most places suits 
must be filed within a prescribed 
time. A few of the Massachusetts 
statutes have been cited (and one 
quoted) only as a sample; they 
should not be depended upon as 
having duplicates in other states. 
Each state must be explored for its 
statutes on the subject. Yet, the 
creditor, reading this article, will 
probably acquire a consciousness to 
take measures for the proof of his 
claim with the representative of the 
estate (or the court itself if the 
statute so provides) and to follow 
up his claim with vigilance lest he 
fail to take action against the per- 
sonal representative during the 
period open for him to do so. 


What Makes a Good 
Credit Manager? 


(Continued from Page 21) 


position he should never cease his 
efforts to increase his knowledge. 
It is a bad state of mind that indi- 
cates either the credit man thinks 
his knowledge is sufficient or that 
he knows all there is obtainable. 
Anyone who desires to learn can 
get information from many sources. 
His credit Association offers a great 
Opportunity, especially to the 
younger, inexperienced man. It 


would do the older man a lot of 
good to sit in on some of these 
courses, with a real desire to learn 
and to help the novice, also. In 
helping others we might learn more 
ourselves. 

Reading trade magazines, such 
as Credit and Financial Manage- 
ment, will bring out many helpful 
ideas. Association with other credit 
men in monthly meetings, and 
group meetings, is of untold value. 
Attendance at sales conferences, 
when possible, in his own organiza- 
tion will present views unobtain- 
able in credit conferences alone. 
Reading, studying, listening are 
necessary occupations of a progres- 
sive credit man. 


Commercial Ethics 


Is a word on ethics out of line 
here? I maintain that a credit 
man should possess as high a stand- 
ard of ethics as the physician, the 
lawyer, or the clergyman. Sharp 
practices may at times appear 
profitable. The apparent advan- 
tage is usually fleeting, and after 
all, the credit man has to continue 
to live with himself and his associ- 
ates. Business ethics over a long 
pull have improved, notwithstand- 
ing some wartime setbacks, and I 
am sure the credit profession has 
been a big factor in this improve- 
ment. May there be no letting 
down in this forward movement. 

We old-timers have been edu- 


cated to believe in the importance 
and dignity of the individual as 
contrasted to the mass or the state. 
If this is true in government it is 
just as true in business. No one 
connected with a business, whether 
wholesale or retail, whether dealing 
in commodities or service, should 
overlook or ignore this importance 
of the individual which after all is 
merely the recognition of the human 
element. Besides its importance in 
getting and holding customers it is 
more fun. The person, no matter 
what his status in the firm he 
works for, who gets no fun out of 
his job soon goes stale and is just 
another name on the payroll. 


I have always made it a rule, if 
at all possible, to greet immedi- 
ately anyone waiting to see me, 
whether a customer, a salesman, an 
employee, or a job hunter. It takes 
only a moment to explain that he 
will get attention presently and not 
be left to feel he is being ignored. 
No one can do this very well unless 
he is genuinely interested in the 
welfare of the individual. If the 
credit man doesn’t have this ele- 
ment in his make-up he will do well 
to cultivate it. The recognition of 
the fact that the human element in 
business is an important factor 
often determines the difference be- 
tween a good executive, or sales- 
man, or clerk, and one who will 
always be stamped with the seal of 
mediocrity. 


stne You rblive te this Situation 7 


4 


Construction costs are rising. Many an owner 
of property is faced with the danger of finding 
himself under-insured should he suffer a loss. 
Now is the time to check the amount of insur- 
ance you carry and to determine if it is in line 


with today’s building costs. 
We’d be glad to do what we can to help. 


THE PHOENIX INSURANCE COMPANY 
Hartford 15, Conn. 


The Connecticut Fire Ins. Co. 
Hartford, 15, Conn. 


Atlantic Fire Insurance Company 
Raleigh, North Carolina : 


Great Eastern Fire Insurance Co. 
White Plains, N. Y. 


Equitable Fire & Marine Ins. Co. 


Providence 3, R. I. 
The Central States Fire Ins. Co. 
Wichita 2, Kansas 


Minneapolis F. & M. Ins. Co. 
Minneapolis 2, Minn. 


Reliance Insurance Company of Canada 
Montreal 1, Canada 
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Summer In Wisconsin 


On August 22nd, some 150 credit 
executives will meet at the Univer- 
sity of Wisconsin for the second 
session of the Executives’ School 
of Credit and Financial Manage- 
ment. Organized by the National 
Association of Credit Men with the 
collaboration of the School of Com- 
merce, University of Wisconsin, the 
school was founded just last year. 

So successful was the school, so 
enthusiastic were the students, that 
it was obvious that the school was 
filling a great need on the part of 
credit executives for an opportunity 
to obtain a broader grasp on the 
principles of Business Administra- 
tion. The interest of top manage- 
ment is indicated by the fact that 
several companies which sent repre- 
sentatives to the school last year 
are either sending them back for 
the second year or sending other 
executives. Moreover several of 
those who attended the 1947 session 
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Slichter Hall, Residence of 1948 Students 


received substantial promotions 
soon after returning to their desks. 

Slichter Hall has been assigned 
to the school for living and class- 
room purposes. Slichter Hall is the 
newest of all the buildings on the 
extensive Wisconsin campus. It 
was completed late in 1947. It is 
situated on the banks of Lake Men- 
dota in the coolest section of the 
campus. 

The schedule is more or less the 
same as last year. The morning 
will be devoted to classroom work, 
with one period in the afternoon 
also. Four evenings per week will 
be spent in either discussion with 
visiting lecturers of national promi- 
nence or in round table discussion 
among the students themselves. 
Last year’s students, in answer to a 
questionnaire, expressed the opinion 
that they would derive much ad- 
vantage from round table discus- 
sions, and therefore these discus- 


sions have been incorporated in the 
program. 

A faculty of eight first-rate in- 
structors will be on hand througb- 
out the session. Among them will 
be three of last year’s faculty: 


Dr. Marshall D. Ketchum, Asso- 
ciate Professor of Finance, Univer- 
sity of Chicago, who will again | 
teach Financial Management I; 

Thomas H. Nelson, partner, 
Rogers & Slade, management con- 
sultants, New York, whose treat- 
ment of the Elements of Business 
Administration in 1947 aroused 
such enthusiasm among the stu- 
dents; and 

Leland T. Hadley, credit man- 
ager, Goodman Manufacturing 
Company, Chicago, who will handle 
Problems in Credit Management I. 


The faculty which has been se- 
cured by Dr. Carl D. Smith, Execu- 
tive Director of the school, to take 
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charge of the second year courses 
consists of: 


Jules I. Bogen, editor of the 
Journal of Commerce, New York, 
and Professor of Finance, New 
York University ; 

Dick Carlson, also a partner with 
Thomas H. Nelson in the manage- 
ment consultation firm of Rogers & 
Slade, New York; 

Arthur R. Upgen, Professor of 
Economics, University of Minne- 
sota, and associate editor, Minne- 
apolis Star-Journal; and 

Gustav C. Klippel, credit man- 
ager, Van Camp Hardware & Iron 
Company, Indianapolis, and in- 
structor in credits and collections 
at Butler University. 


The complete program of study 
consists of three two-week summer 


Bank Accused 
of Giving False 


Credit Report 


The Title Guarantee & Trust 
Company, a New York banking 
institution, and certain of its 
officers, were recently convicted by 
a jury in the Court of General 
Sessions, New York County, for 
allegedly conspiring to issue false 
statesments concerning the credit 
status of one William B. Benjamin, 
a convicted swindler. 

The indictment was found under 
Section 926a of the New York 
Penal Law, which reads as follows: 
“*§926a. Circulating false state- 
ments concerning financial respon- 
sibility of any person, firm or cor- 
poration prohibited. 

‘‘Any person who knowingly and 
wilfully states, delivers or trans- 
mits by any means whatever to any 
person, firm or corporation, any 
false and untrue statements of a 


sessions, with extension work to be 
accomplished during the succeed- 
ing winter. The three sessions 
which a student attends need not 
be consecutive. Upon completion 
of the requirements students will 
be presented with the Executive 
award. Registrants who do not 
wish to obtain the award, or who 
do not feel that they will be able 
to complete the extension work, are 
nevertheless welcome to attend the 
summer sessions. 


There Is Still 


TIME-TO ENTER 
Write for a 


catalog today 





fact concerning the financial re- 
sponsibility of any person, firm or 
corporation, with intent that the 
same shall be acted upon, is guilty 
of a misdemeanor.’’ 

It will be observed that this 
statute by its terms appears to be 
equally applicable to the dissemina- 
tion of oral as well as written mis- 
statements of fact concerning the 
financial responsibility of another, 
and the allegedly false statements 
issued by the defendants in the 
Title Guarantee & Trust Company 
case were in fact oral and not 
written. 

There has been no prosecution 
under the statute, so far as the re- 
ports indicate, prior to the con- 
viction in the case under discussion. 
Nor is there any decision of an 
Appellate Court interpreting the 
statute. 

Originally Section 926a was part 
of an article of the Penal Law deal- 
ing with libel, but, on the recom- 
mendation of the Law Revision 
Commission of the State of New 
York, the section was moved from 





The National Institute of Credit Reports: 
1795 students are currently enrolled in approved credit education 


classes conducted by Institute chapters. 


(This does not include 


those enrolled in forums, lecture courses, clinics and other non-credit 


classes.) 


1192 of these students are working for either the Associate or the 


Fellow award. 


132 credit men and women took the first NIC award examinations 


on June 4th. 
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The first and second year courses 
only will be offered in 1948. Sub- 
jects of instruction are: 


First year—Problems of Credit 
Management I, Financial Man- 
agement, I, Elements of Business 
Administration and Current 
Trends in Marketing. 

Second year—Problems of Credit 
Management II, Financial man- 
agement II, Economics of Money 
and Credit, and Development of 
Executive Abilities. 


All three courses will be availa- 
ble in 1949. 

There are still a few openings 
for the 1948 session. Those inter- 
ested should write without delay to 
Dr. Carl D. Smith, Executive Di- 
rector, One Park Avenue, New 
York, 16, N. Y. 


the article of the Penal Law deal- 
ing with libel and placed in the 
article dealing with frauds and 
cheats. 

The original inclusion of the 
statute in the article dealing with 
libel raises the question as to 
whether the intent of the Legisla- 
ture in enacting the statute was not 
limited to providing a penalty for 
publication of false and defama- 
tory information adversely affect- 
ing the credit standing of the per- 
son or corporation concerning 
whom untrue statements were is- 
sued, and this contention, raised 
by the defendants, will be pre- 
sented for determination by the 
Appellate Court on an appeal from 
the judgments of conviction. 

Commenting upon the case, the 
President of the Bank is reported 
to have stated that ‘‘the conviction 
was based upon a section of the law 
never before used, which has never 
been construed by the higher courts 
of the state, and in the opinion of 
the Bank’s counsel was never in- 
tended by the Legislature to ap- 
ply to the interchange of credit 
information among banking insti- 
tutions. ’’ 

It is feared that if the interpre- 
tation placed upon the statute by 
the Trial Judge is sustained on ap- 
peal, banks and business houses in 
New York will be reluctant here- 
after to furnish any credit informa- 
tion whatsoever. 


(Continued on Page 37) 
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PRESIDENT 


CHARLES E. FERNALD 
FERNALD AND COMPANY 
1737 Chestnut St., Philadelphia 3, Pa. 


VICE PRESIDENTS 
EASTERN DIVISION 


CAMILO RODRIGUEZ 
DAVOL RUBBER COMPANY 
69 Point St., Providence 2, R. |. 


CENTRAL DIVISION 


EDWARD N. RONNAU 
COOK PAINT & VARNISH CO. 
P. O. Box 389, Kansas City, Mo. 


WESTERN DIVISION 


ARTHUR R. WILSON 
AUTO EQUIPMENT CO. 
14th & Lawrence Sts., Denver 17, Colo. 


DIRECTORS 


CHARLES W. CAYTEN 
GENERAL TIRE & RUBBER CO. 
2500 Holmes St., Dallas 1, Texas 


M. J. CHESMAR 
HUBBARD & COMPANY 
6301 Butler St., Pittsourgh |, Pa. 


HAROLD L. CUMMINGS 


WESTINGHOUSE ELEC. SUPPLY CO. 


253 East Fourth St., St. Paul 1, Minn. . 


‘Miss MARY E. CURRAN 
JONES, MCDUFFEE & 
STRATTON CORP. 
640 Commonwealth Ave., Boston 15, Mass. 


Otto E. DREUTZER 
THE ALMS & DOEPKE CO. . 
Central Parkway, Cincinnati, Ohio 


VicTOR C. EGGERDING 
GAYLORD CONTAINER CORP. 
111 N. 4th St., St. Louis 2, Mo. 


EARL N. FELIO 
COLGATE-PALMOLIVE- tw co. 
105 Hudson St., Jersey City 2, N. J. 


ARTHUR L. FRANKLIN 
PITTSBURGH PLATE GLASS CO. 
Guilford, Bath & Holliday Sts., Balti., Md. 


E. B. GAuSBY 
WARNER & SWASEY CO 
5701 Carnegie Ave., Cleveland 3, Ohio 


HAROLD H. GLOE 
MORRISON-MERRILL & CO. 
First North & Third West Sts., 

Salt Lake City 11, Utah 


Miss Bess R. HAVENS 
FIRST NATIONAL BANK 
Chenango St., Binghamton, N. Y. 


T. B. HENDRICK 
COLLINS. DIETZ, MORRIS CO. 
1 West Main St., Oklahoma City 1, Okla. 


FRANK A. HERBST 
HERBST SHOE MFG. CO. 
5367 N. 29th St., Milwaukee 10, Wis. 


E. WILLIAM LANE 
AMERICAN SCREW COMPANY 
21 Stevens St., Providence, R. |. 


GEORGE H. NIPPERT 
THE PROCTER & GAMBLE 
DISTRIBUTING CO 
53 West Jackson Blvd., Chicago 4, II! 


CARL O. PANKS 
TACOMA FEED COMPANY 
524 Puyallup Ave., Tacoma |, Wash. 


GRAHAM H. ROTHWEILER 
834 Magie ‘Ave.. Elizabeth, N. J. 


LESTER C. SCOTT 
E. L. BRUCE COMPANY 
P. O. Box 397, Memphis 1, Tenn. 


E. M. SHAPIRO 
CALIFORNIA PACKING CORP 
101 California St., San Francisco 19, ‘Calif. 


ARTHUR E. SLACK 
1. W. PHILLIPS & CO. . 
Morgan & Bell Sts., Tampa, Florida 


A. J. SUTHERLAND 
SECURITY, TRUST & SAVINGS 
904 Fifth Ave., San Diego 12, Calif. 


Ross J. ULMAN 
TOOTLE DRY GOODS CO 
9th and Howard Sts., Omaha 8, Nebr. 


ROBERT YOUNG 
BETHLEHEM STEEL CO. 
Bethlehem, Penna. 


A. F. ZOELLNER 
JOHN K. BURCH CO. 
217-219 Division Ave. So., 
Grand Rapids 2, Mich. 


Your National 
Report 


In order that you may be more fully informed, this 
page will be devoted each month to items of general in- 
terest, calling attention to some of the objectives, activi- 
ties and achievements of your National Association. 

The names and addresses of your Officers and Directors 
are listed because they are the men and women whom you 
have chosen as your representatives. From experience, 
I know that they are capable, and willing to further your 
interests to the fullest degree. It is natural that they 
must rely upon the cooperation of each member, and upon 
the constructive suggestions which will enhance the value 
of membership for all of us. 

Of particular importance at this time is the program 
supervised by the Educational Committee under the 
Chairmanship of Joe Rubanow and the direction of Dr. 
Carl D. Smith. At this writing there are still openings 
for 25 more men and women of executive rank in the 1948 
session of the Executives’ School of Credit and Financial 
Management. This school opens on August 22nd and 
continues through September 4th. This is a wonderful 
opportunity to obtain a broader grasp of Business Ad- 
ministration. Applications should be addressed promptly 
to Dr. Carl D. Smith, Executive Director, One Park Ave- 
nue, New York, 16, N. Y. 

In closing I make three suggestions—know your fellow 
members, know your Officers and Directors and staff, and 


KNOW YOUR NATIONAL 


Chorleo® , rruald 


President, National Association of Credit Men 


Who Are Your Fellow Members? 


The audit of the circulation of our national magazine, Credit and 
Financial Management under the direction of Gus Klippel, chair- 
man of the National Publications Committee, is now being com- 
pleted. 

Some very interesting information already has been obtained 
from the audit figures checked so far. Out of 23,124 members 
audited, 36.870% are shown as manufacturers, 48.625% are whole- 
salers and jobbers, 10.672% are processors and service organization, 
and 3.833% represent bank memberships. Another interesting fea- 
ture of this audit up to date is the fact that 47.691% represent own- 
ers, presidents, vice presidents, general managers, branch managers, 
secretaries and their assistants, and treasurers and their assistants. 
Thus almost 50% of our members are corporate officers, or in top 
management. 49.719% are reported as credit executives and 2.557% 
are reported as auditors, controllers and accountants, while only 
.033% are reported as credit office assistants. 
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Credit Group in 
Cuba Hopes To Be 
NACM Affiliate 


Thirty years ago, there were but 
few important concerns in Cuba 

\ with a credit department, the 

organization of which could be 
considered satisfactory. Naturally, real 
credit men were scarce and, in the great 
majority of cases, the responsibility for 
credit control was held by the principal 
partner or official, who at the same time 
had a number of other various functions, 
such as selling, purchasing, general ad- 
ministration, etc. However, credit re- 
ports from mercantile agencies and 
banks were used to a large extent at 
that time. 

From 1923 to 1928, when conditions 
just mentioned remained unchanged, an 
effort was made to organize a Cuban 
Credit Association, which was specially 
sponsored by the local offices of Ameri- 
can and English concerns in the rubber, 
electrical appliances and in a few other 
similar lines. This credit association was 
entirely unsuccessful and its five-year 
existence was possible only because of 
the material support of the several firms 
associated, which were willing to ab- 
sorb proportionally the ever increasing 
expenses. 

Toward the end of 1945 a little over 
a dozen credit men and bank credit in- 
formation managers got together and 
decided that a new credit association 
should be organized. Aims, membership 
and scope of the new projected organi- 
zation were going to be substantially dif- 
ferent from the one that had existed 
twenty years before, experience of which 
was well taken into consideration. 

If everything works out satisfactorily, 
it is very likely that by the end of 1948 
the Cuban Credit Men’s Association will 
be affiliated to the NACM, principal 
executives of which have shown so much 
sincere interest in helping us in every 
possible way to get the great benefits of 
their long and invaluable experience. 

Thus, the Cuban Credit Men’s Associ- 
ation might become the foundation of 
a new trade policy of considerable and 
reciprocal benefit for the United States 
and Latin American countries, positively 
encouraged by the strengthening of com- 
merce in the latter, as a result of much 
better credit control systems developed 
by the credit men’s associations in all 
outstanding Central and South Ameri- 
can nations. 


Annual State 


Conference Is 
Held In Conn. 


Wethersfield, Conn.: The Connecticut 
Association of Credit Men, which is com- 
posed of local Associations in Bridgeport, 
Hartford, New Haven and Waterbury, 
met for the annual State conference at 
the Wethersfield Country Club on June 
15th. 

The program was divided into four 
parts, a business session, conference ses- 
sion, afternoon and evening sessions. 

The business session was short and 
consisted largely of registration and elec- 
tion of officers. The conference session 
included two talks, one by newly elected 
National Director E. William Lane, on 
“After the boom—what?” and W. R. 
Lenga, American Steel & Wire Co., 
Cleveland, on “Constructive Credit De- 


(Foot of Next Column) 


Membership 


MEMBERSHIP PROGRESS REPORT 
June 1st to June 30th 


Total. Total 


CLASS AA May 1 June 30 Percent 


San Francisco. 1234 1252 101.45 
Chicago ............ 1935 1954 100.98 
Louisville ........... 1199 1204 100.41 
CLASS A 

ee 753 780 103.58 
Rochester _............. 557 574 103.05 
BROMCOT ancccsscscsenssssnsce 530 540 101.88 
CLASS B 

PU OTIOR  scccconises 251 258 102.78 
San Diego ........... 361 369 102.21 
Milwaukee ........ 352 359 101.98 
CLASS C 

Honolulu .............0 196 203 103.57 
Des Moines ......... 231 238 103.03 
Birmingham ..... 207 213 102.89 
CLASS D 

je 121 137 113.22 
Washington... 137 147 = 107.29 
Albuquerque ..... 108 113 104.62 
CLASS E 

PG OUEE vicccccscieces 70 78 111.42 
Little Rock ......... 47 52 110.63 
Evansville ............ 53 55 103.83 
CLASS F 

Lewiston. .............. 20 21 105 
JACKSON ooevescccsssceeee 20 21 105 
Qa nn encsersacsen 26 27 =: 1103.84 
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Rodriquez, Lane 
Honored at R. I. 
Annual Meeting 


Providence: Two hundred and twenty- 
five were in attendance at the Annual 
Meeting and Testimonial to Camilo 
Rodriguez, Vice-President and Assistant 
Treasurer of the Davol Rubber Com- 
pany, who was elected Vice-President of 
the National Association of Credit Men; 
and E. William Lane, Treasurer of the 
American Screw Company, who was 
elected a National Director, District One. 

David A. Weir, Assistant Executive 
Manager, National Association of Credit 
Men, brought greetings from the Na- 
tional Office; and Ernest I. Kilcup, 
President of the Davol Rubber Com- 
pany and also past National President, 
spoke for the local Association. 

The meeting was presided over by the 
President of the Association, Joseph F. 
Madden. Mr. Rodriguez and Mr. Lane 
received beautiful gifts and the re- 
mainder of the evening was devoted to 
entertainment. 


Rickhoffs Injured While 
Returning From Cleveland 


Waterloo, Iowa: National Director 
C. C. Rickhoff, Rath Packing Company, 
Waterloo, is recovering from injuries in- 
curred in a serious motor accident on 
his way home from the National con- 
vention at Cleveland. Two miles east 
of Stockton, IIl., the driver of a car com- 
ing in the opposite direction applied his 
brakes, one of which locked making his 
car veer head-on into Mr. Rickhoff’s car. 

Mrs. Rickhoff suffered a double frac- 
ture of the right leg and a cracked 
spine. She will, unfortunately, be con- 
fined to the hospital for some consider- 
able time. 


(From Previous Column) 


partment Assistance to Customers.” 

At luncheon Vice-President Camilo 
Rodriguez, Davol Rubber Co., Provi- 
dence, R. I., presided, and the speaker 
was Dr. Ignacy A. Chodorowski, Uni- 
versity of Cracow, Poland, who spoke 
on the “World of Today.” 

The afternoon session consisted of golf 
and movies, and the evening dinner 
meeting was addressed by Henry H. 
Heimann, Executive Manager of the 
National Association of Credit Men, on 
“Facts or Fiction?” 
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NACM National Committees 
For the Year 1948-1949 


ADMINISTRATIVE 
COMMITTEE 


Charles E, Fernald, Fernald and Com- 
pany, 1737 Chestnut St., Philadelphia 3, 
Pa. 

Camilo Rodriguez, Davol Rubber Com- 
pany, 69 Point St., Providence 3, R. I. 

Edward N. Ronnau, Cook Paint & Varnish 
Co., P.O. Box 389, Kansas City, Mo. 

Arthur R. Wilson, Auto Equipment Co., 
14th and Lawrence Sts., Denver 17, 
Colo. 

Victor C. Eggerding, Gaylord Container 
Corp., 111 N. 4th St., St. Louis 2, Mo. 


BUDGET COMMITTEE 


C. Callaway, Jr., (Chairman), Crystal 
Springs Bleachery, Chickamauga, Ga. 
Camilo Rodriguez, Davol Rubber Com- 
pany, 69 Point Street, Providence 2, 

R. I. 


Bruce R. Tritton, American Stove Com- 
pany, 1825 E. 4th Street, Cleveland 3, 
Ohio. 


NATIONAL LEGISLATIVE 
COMMITTEE 


Paul J. Viall (Chairman), Chattanooga 
Medicine Co., Chattanooga, Tenn. 


LEGISLATIVE DISTRICTS AND 
COMMITTEE MEMBERS 


District I 
Maine, Vermont, New Hampshire, 
Massachusetts, Rhode Island 
and Connecticut 

Clayton M. Mathewson, Cities Service Oil 

Co., 660 Beacon Street, Boston, Mass. 
R. H. Ryan, Pratt & Whitney, Div. Niles- 

Bement-Pond Co., West Hartford, Conn. 


District II 
New York and New Jersey 
Wm. F. Egelhofer, Henry Glass & Com- 
pany, 1071 Ave. of the Americas, New 
York, N. Y. 
R. Lynn Galloway, Eastman Kodak Co., 
343 State St., Rochester 4, N. Y. 


‘ District III 
Pennsylvania and Delaware 
J. S. Smith, Westinghouse Air Brake Co., 
Wilmerding, Pa. 
John T. Brown, Jr., Hajoca Corporation, 
31st & Walnut Streets, Philadelphia 1, 
Pa. 


District IV 
Ohio and Michigan 
Reed D. Andrew, American Blower Cor- 
poration, P.O. Box 58, Roosevelt Park 
Annex, Detroit 32, Michigan. 
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E. E, Smith, Owens-Illinois Glass Co., 
Ohio Bldg., Toledo 1, Ohio. 


District V 
Maryland, West Virginia, Virgina 
and North Carolina 
Eli Frank, Jr., 111 N. Charles St., Balti- 
more, Md. 


District VI 
Georgia, Florida, Alabama, South 
Carolina, Mississippi and 
Louisiana 
Luther Tatum, Campbell Coal Company, 
240 Marietta St., N.W., Atlanta, Ga. 
P. 8. Kernion, Meyer Brothers Drug Co., 
Inc., 600 Magazine Street, New Orleans 
5, La. 


District VII 
Kentucky and Tennessee 
W. Q. Harned, Federal Chemical Co., 828 
Starks Bldg., Louisville 2, Ky. 
George W. Wilkins, John Deere Plow Co., 
339 8. Front St., Memphis, Tenn. 


District VIII 
Indiana and Illinois 
L. K. Hitchings, Caspers Tin Plate Co., 
4100 W. 42nd Place, Chicago, Ill. 
Fred J. Hamerin, Lilly Varnish Co., In- 
dianapolis, Ind. 


District IX 
Missouri, Arkansas and Oklahoma 
Harry Miller, Tweedie Footwear Corp’n., 
Jefferson City, Mo. 
Earl C, Hill, Liberty National Bank, Okla- 
homa City, Okla. 


District X 
Minnesota, Wisconsin, North Dakota 
and South Dakota 

Joseph N. McBride, Socony Vacuum Oil 
Co., 606 Vandalia Street, St. Paul 4, 
Minn, 

H. C. Hartman, L. J. Mueller Furnace 
Co., 3005 W. Oklahoma Ave., Milwaukee 
7, Wisconsin. 


District XI 
Nebraska, Kansas and Iowa 
Dewey Melvin, Melvin Lumber Company, 
3717—6th Avenue, Des Moines, Iowa. 
Arthur B. Dunbar, Dunbar Insurance 
Corp., 740 Keeline Building, Omaha, 
Nebraska 


District XII 
Texas, New Mexico and Arizona 
Rudolf C. Zepeda, Valley National Bank, 
Phoenix, Arizona 
R. J. Krohn, Hogan-Allmack Dry Goods 
Co., P.O. Box 336, Houston, Texas 


District XIII 
California, Nevada, Utah and Colorado 
Fred A. Cates, Arden Farms Company, 
1900 West Slauson St., Los Angeles 54, 
Calif. 
Henry G. Hyland, Haas Bros., 3rd and 
Channel Sts., San Francisco, Calif. 
Harold C. Crout, Colorado Fuel & Iron 
Co., P.O. Box 1920, Denver, Colorado 
J. H. Barton, Elec. Supplies Distrib. Co., 
435 Second Ave., San Diego, Calif. 


District XIV 
Washington, Oregon, Idaho, Montana 
and Wyoming 
Frank A. Dudley, General Grocery Co., 
Inec., 45 S.E. Ash Street, Portland 14, 
Oregon 
V. E. Graff, B. G. Ewing Paper Co., W. 
18 International Rightaway, Spokane 
11, Washington 
F, E. Clyde, The Paraffine Companies, 
Ine., 2226 Third Avenue, Seattle, Wash- 
ington 


N.A.C.M. MEMBERSHIP 
EXECUTIVE COMMITTEE 


CHAIRMAN 
L, D. Duncan, National Distillers Products 
Corp., 120 Broadway, New York 5, 
a. ee 


VICE-CHAIRMEN 

Eastern Division—Richard Davis, General 
Elec. Sup. Co., 378 Stuart Street, Bos- 
ton, Mass. 

Central Division—K. Calvin Sommer, The 
Youngstown Sheet & Tube Co., Stam- 
baugh Bldg., Youngstown, Ohio 

Western Division—Harry G. Hyland, 
Haas Bros., 3rd & Channel Sts., San 
Francisco, Calif. 


MEMBERS 

Miss Marjorie Jennings, Atlanta Oak 
Flooring Co., 920 Glenwood Ave. 8.E., 
Atlanta, Ga. 

C. C. Heitmann, Armour & Company, Fort 
Worth 6, Texas 

Miss Bess Havens, First Natl. Bank, 
Chenango St., Binghamton, N. Y. 

Les Fishbeck, Coast Packing Co., 3275 E. 
Vernon St., Los Angeles 11, Calif, 


HONORARY VICE-CHAIRMEN 

Eastern Division—Camilo Rodriguez, 
Davol Rubber Company, 69 Point St., 
Providence, 2, R. I. 

Central Division—Edward N. Ronnau, 
Cook Paint & Varnish Co., P.O. Box 
389, Kansas City, Mo. 

Western Division—Arthur R. Wilson, 
Auto Equipment Co., 14th & Lawrence 
Sts., Denver 17, Colo. 
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DISTRICT SUPERVISION 

All N.A.C.M. Directors will serve as 
| Chairmen of special District Membership 
| promotional Committees, and the person- 
nel of their Committee will be made up 
' of all Chairmen of Membership Commit- 
tees of all local Associations within their 
district. 

Thus, the Chairman of the Membership 
' Committee of each and every local Asso- 
ciation throughout the country becomes, 
in effect, a member of our National Mem- 
pership Promotional Committee and activ- 
ity. 


NATIONAL PUBLICA- 
TIONS COMMITTEE 


G. C. Klippel (Chairman), Van Camp 
Hdwe. Co., Indianapolis, Ind. 
A. L. Wehrheim (Vice-chairman), Mi- 
chaels, Stern & Co., Rochester, N. Y. 
A. J. Smith, Ass’t Treasurer, J, P. Stev- 
ens & Co., New York City 

David H. Hotchkiss, Cr. Mgr. and Auditor, 
Petrequin Paper Co., Cleveland, Ohio 

Mrs. Freddie Botts Deissroth, Coleman 
Lamp and Stove Co., Wichita, Kansas 

Orrin E. Barnum, Eastern Dist. Cr. Mgr., 
Carnegie-Illinois Steel Co., Pittsburgh, 
Pa. 

Paul C. Baichly, Div. Cr. Mgr., Ralston 
Purina Co., St. Louis, Mo. 


NATIONAL CREDIT EDU- 
CATION COMMITTEE 


Joseph Rubanow (Chairman), Manufac- 
turers Trust Co., 681 Eighth Ave., New 
York, N. Y. 

Howard S. Almy, Collyer Insulated Wire 
Co., P.O. Box 61, Pawtucket, Rhode 
Island 

Henry Meyer, First National Bank, Light 
& Redwood Sts., Baltimore, Md. 

8. G. Jones, National Newark Essex Bank- 
ing Co., 744 Broad St., Newark, New 
Jersey 

Joseph A. Kennedy, Electric Storage Bat- 
tery Co., 19th St. & Allegheny Ave., 
Philadelphia, Pa. 

J. Franklin Smith, Monsanto Chemical 
Co., Everett, Massachusetts 

J. W. Lerch, H. Levi Company, 800 Broad- 
way, Kansas City, Mo. 

Richard McCormick, William Iselin & Co., 
357-4th Avenue, New York, N. Y. 

_ William Lenga, American Steel & Wire 
Co., Cleveland, Ohio 

G. C. Klippel, Van Camp Hardware & 
Iron Co., 401 W. Maryland St., Indian- 

| apolis, Ind, 

0. H. Berryman, John Pritzlaff Hardware 
| _ (o., Milwaukee, Wisconsin 

Ivan L, Hillman, Dravo Corporation, 300 
Penn Avenue, Pittsburgh, Pa. 

Frank C. Knapp, Endicott Johnson Corp., 
Endicott, N. Y. 

Paul W. Cutshall, South-Western Publish- 
ing Co., 201 W. 4th St., Cincinnati, Ohio 

_ M.C. Ulmer, L .H. Butcher Co., San Fran- 

cisco, Calif. 

' Carl I. Johnson, Continental Illinois Bank 

and Trust Co. of Chicago, 231 S. La 

Salle St., Chicago, Ill. 

S.C. Butler, Larus & Bros. Co., 21st and 

Main, Richmond, Va. 


R. D. Roberts, Union Oil Co., Los An- 
geles, Calif. 

Fred J. Flom, Detroit Edison Co., 2000 
Third Ave., Detroit 26, Mich. 


COLLECTION BUREAU 
EXECUTIVE COMMITTEE 


Victor C. Eggerding (Chairman), Gaylord 
Container Corp., 111 North 4th St., St. 
Louis 2, Mo. 

E. William Lane, American Serew Co., 
21 Stevens St., Providence, R. I. 

Lawrence Holzman, San Diego Wholesale 
Credit Men’s Assn., 524 B St., San 
Diego, Calif, 

Harry W. Voss, Cincinnati Assn. of 
Credit Men, 722-25 Temple Bar Bldg., 
Cincinnati, Ohio 


ADJUSTMENT BUREAU 
EXECUTIVE COMMITTEE 


George H. Nippert (Chairman), The Proc- 
ter & Gamble Distrib. Co., 53 W. Jack- 
son Blvd., Chicago 4, Ill. 

E. B. Gausby, Warner & Swasey Co., 5701 
Carnegie Ave., Cleveland 3, Ohio 

D. K. Porter, Inter, Mt. Assn. of Credit 
Men, 1008 Walker Bk. Bldg., Salt Lake 
City, Utah 

Mortimer J. Davis, New York Credit 
Men’s Adjustment Bureau, 354 Fourth 
Ave., New York 10, N. Y. 


INSURANCE COMMITTEE 
CHAIRMAN 


Frank C. Knapp, Endicott-Johnson Corp., 
Endicott, New York 


VICE-CHAIRMEN 

T. Alfred Fleming, The Nat’l Board of 
Fire Underwriters, 85 John Street, New 
York 7, N. Y. 

A. L. Carr, National Surety Corp., 4 Al- 
bany Street, New York 6, N. Y. 

J. M. Eaton, American Mutual Alliance, 
919 N. Michigan Avenue, Chicago 11, 
Til. 

David Q. Cohen, Assn. of Casualty & 
Surety Execs., 60 John Street, New 
York 7, N. Y. 


ADVISORY COUNCIL 
Not yet completed 


NATIONAL FRAUD PRE- 
VENTION COMMITTEE 


Earl N. Felio (Chairman), Colgate-Palm- 
olive-Peet Co., Jersey City, N. J. 

R. C. Kramer, American Lady Corset Co., 
Detroit, Mich. 

Elmer T. Larson, W. D. Allen Mfg. Co., 
Chicago, Ill. 

Lester Prink, John P. Maguire & Co., 
Ine., New York, N. Y. 

Ray Shannon, Weyenberg Shoe Mfg. Co., 
Milwaukee, Wis. 


CREDIT WOMEN’S EXECU- 
TIVE COMMITTEE 


CHAIRMAN 
Luey G. Killmer, Guarantee Specialty 
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Mfg. Co., E. 96th St., & N.Y.C.R.R., 
Cleveland 8, Ohio 


VICE-CHAIRMEN 

Marian R. McSherry, Schenley Distillers 
Corp., 350 Fifth Ave., New York, N. Y. 

Loretta Fischer, Geo. Ziegler Co., 412 W. 
Florida St., Milwaukee, Wis. 

Bess Marshall, Paper Supply Co., 450 
Seaton St., Los Angeles, Calif. 

Ellen Anderson, Shields Harper & Co., 
361-17th St., Oakland, Calif. 

Georgie Anderson, Chas. W. Stone Co., 
1019 Marquette Ave., Minneapolis, 
Minn. 

Pauline Bressem, Mail-Well Envelope Co., 
2136 S.E, 7th Ave., Portland 14, Oreg. 

Anna May Dean, The Buswell Mfg. Co., 
229 Merriam St., Bridgeport, Conn. 

Elva V. Dulmage, Chemical Sales Corp., 
1382-1384 Niagara St., Buffalo 13, 
M,. ¥. 

Mildred McCall, Walter H. Johnson Candy 
Co., 4500 Belmont Ave., Chicago, Ill. 
Julia McCauley, Wm. Iselin & Co., Inc., 

357—4th Ave., New York, N. Y. 

Bertha Ridley, The Glidden Co., 106 
Gratiot St., St. Louis, Mo. 

Margie Schubnell, Ballard & Ballard Com- 
pany, 912 East Broadway, Louisville 4, 
Ky. 

Kathryn Sire, Edgar A. Brown Company, 
Inec., 4107 Carnegie Ave., Cleveland 3, 
Ohio 

Opal Stemmer, Brittain Brothers, Inc., 
800 N. Broadway, Oklahoma City 2 
Okla. 

Muriel Williams, Todd Witte Dry Goods 
Co., 2218 First Ave, No. Birmingham, 
Ala. 

Marie Ferguson (Secretary), Nationa} 
Association of Credit Men, One Park 
Ave., New York 16, N. Y. 


> 


FOREIGN CREDIT INTER- 
CHANGE BUREAU 


ADMINISTRATIVE COMMITTEE 

J. T. Wilson (Chairman), Internationa} 
Business Machines Corp., New York, 
B.S 

Max Adamsky, D. C. Andrews & Co., Ine., 
New York, N. Y. 

R. F, Bray, U. 8. Steel Export Co., New 
York, N. Y. 

E. C. Rutland, The Quaker Oats Co., New 
York, N. ¥. 

F. E. Byrne, Cannon Mills, Inc., New 
York, N. Y. 

L. D. Duncan, National Distillers Prod- 
ucts Corp., New York, N. Y. 

A. N. Gentes, Guaranty Trust Co. of New 
York, New York, N, Y. 

Henry Hugly, Johnson & Johnson Inter- 
national, New Brunswick, N. J. 

F, LeJarza Saenz, Mallinckrodt Chemical 
Works, New York, N. Y. 

W. H. Lukens, R. M. Hollingshead Corp., 
Camden, N, J. 

A. H. Mader, American Chiele Co., Long 
Island City, N. Y. 

P, P. McGovern, Manufacturers Trust, 
New York, N. Y. 

N. J. Murphy, Chase National Bank, New 
York, N. ¥. 

Arthur Partridge, Westinghouse Electric 
International Ce., New York, N. Y. 
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Fred R. Pinter, Corneliussen & Stakgold, 
Inc., New York, N. Y. 

A. E. Reed, The W. S. Tyler Co., Cleve- 
land, Ohio 

C, A. Richards, Interchemical Corporation, 
New York, N. Y. 

G. McK. Roberts, International General 
Elee. Co., New York, N. Y. 

Camilo Rodriguez, Davol Rubber Co., 
Providence, R, I. 

Einer Sather, Colt’s Mfg. Co., Hartford, 
Conn. . 

H. J. Sheehan, Norton Company, Ne 
York, N. Y. 

R. C. Thompson, The Electric Auto-Lite 
Co., New York, N. Y. 

Rudolph Vogel, Pillsbury Mills, Inc., New 
York, N. Y. 

Wilbert Ward, National City Bank of 
New York, New York, N. Y. 

R. A. Wood, American Paper Exports, 
Inc., New York, N. Y. 


BUREAU COUNCIL 

A. H, Ahlers, Owens-Illinois Glass Co., 
Toledo, Ohio 

R. M. Binney, First National Bank of 
Boston, Boston, Mass. 

W. R. Dunn, General Foods Corp., New 
York, N. Y. 

John Fischer, Bank of New York, New 
York, N, Y. 

R, P. Furey, Central Hanover Bank & 
Trust Co., New York, N. Y. 

G. A. Hankins, Goodyear Tire & Rubber 
Export Co., Akron, Ohio 

J. J. Kelly, Jr., Bank of Manhattan Co., 
New York, N. Y. 

E. B. Mackenzie, Corn Exchange Bank 
Trust Co., New York, N, Y. 

S. F, Majestic, Chemical Bank & Trust 
Co., New York, N. Y. 

G. J. Messemer, Irving Trust Co., New 
York, N. Y. 

A. W. Peck, The Stanley Works, New 
York, N. Y. 

A. J. Peltier, Industrial Brownhoist Corp., 
Bay City, Mich. 

8S. C. Olson, Montgomery Ward & Co., 
Chicago, Il. 

J. A. Stahl, Bankers Trust Company, New 
York, N. Y. 

J. L. Thompson, Yale & Towne Mfg. Co., 
Stamford, Conn. 

E. J. Toner, Philadelphia National Bank, 
Philadelphia, Pa. 

B. W. Unge, City National Bank & Trust 
Co., Kansas City, Mo. 

R,. T. White, Cleveland Trust Co., Cleve- 
land, Ohio 


Duluth Secretary 
Takes Long Leave 


Duluth: E. G. Robie, Secretary of the 
Duluth-Superior District Credit Associ- 
ation, has been granted a leave of ab- 
sence of two months. During his absence 
the officers of the Association will act in 
an advisory capacity to Mr. Robie’s 
secretary. 

As a result of his leave Mr. Robie 
requests us to state that only emergency 
matters can be attended to, and that 
there may be delay in answering corre- 
spondence. 
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Foreign Credit 
Men See Way To 
Pay Exporters 


During the regular monthly round 
table conference of the Foreign Credit 
Interchange Bureau of the National 
Association of Credit Men, the question 
was raised concerning the use of Mar- 
shall Plan dollars spent in Latin-Ameri- 
can countries which are now delinquent 
in their payment of dollar debts to 
United States Exporters. 

A suggestion was put forth in the form 
of a resolution which might be a solution 
to this inequitable condition. The reso- 
lution follows: 


“At the Round Table Conference of 
June 2, 1948, sponsored by the Foreign 
Credit Interchange Bureau, National 
Association of Credit Men, New York, 
it was resolved that: 


a) The attention of our foreign cus- 
tomers and their governments should be 
drawn to the urgent need of re-establish- 
ment of sound payment terms, so that 
international trade may continue to flow 
freely from the United States to foreign 
countries and vice versa. 

b) To help bring about this condition 
it is the recommendation of this meeting 
that all foreign countries should establish 
a yearly budget to balance their imports 
with their available exchange and tie 
their import licenses to dollar exchange 
allocations. 

c) Together with the issuing of new 
import licenses, arrangements should be 
made for the liquidation of all old col- 
lections, if only on a pro rata basis in an 
orderly commercial fashion. 


Use Local Currency 


d) In this connection, it is suggested 
that all off-shore purchases to be made 
under the Economie Cooperation Ad- 
ministration plan (ECA) be paid for out 
of funds deposited in Local Currency 
by the importers and held for dollar 
transfer. The equivalent dollar amounts 
should be applied for payment of Ameri- 
can exports, in liquidation of overdue 
collections from these markets. 

e) If foreign countries impose uni- 
lateral restrictions whereby their Na- 
tionals are prevented from fulfilling 
bona fide and previously contracted obli- 
gations, our Government is requested to 
make urgent representation, through the 
proper channels, to those countries, to 
bring import regulations into accord with 
long established and fair foreign trade 
practice. 


“We wish to emphasize to all foreign 
accounts the high value which we attach 
to their custom and good will and these 
recommendations are made entirely in 
the interest of assuring the undisturbed 
continuance of our long standing and 
pleasant relations with them.” 


Food Business 


Failures Well 
Below 1939 


The number of business failures in the 
food industry in 1947 amounted to only 
17.75% of that in 1939 according to a 
survey recently concluded by the Na- 
tional Food Manufacturers Credit Divi- 
sion of the National Association of 
Credit Men, and released by W. R. 
Dunn, General Credit Manager of 
General Foods Corporation, Vice-Chair. 
man of the Group. 

Forty-seven of the country’s largest 


manufacturers of food, soaps and allied | 


products contributed to the survey. 
The amount of gross bad debt claims 
compared to customer gross sales was 
05%. This figure is arrived at by taking 
the total balances due from customers 
who have gone into bankruptcy and 
from other doubtful accounts. This is 
before any part of the claims has been 
written off as uncollectible bad debt loss. 
The net bad debt los compared to f 
customer gross sales was 01%. The net 
bad debt loss is the sum of claims 
charged off less dividends received on 
accounts charged off in previous years. 


Dry Cleaning Group 
Formed in New York 


New York: Many newcomers in the 
dry cleaning and laundry businesses are 
in hot financial water these days. Busi- 
ness failures in these lines continue to 
rise as warborn concerns, first to feel the 
pinch when trade constricts its wartime 
expansions, go into bankruptcy. As high 
as 15% of all U. S. commercial service 
failures in the first quarter of this year 
were in these lines. This failure rate is 
an acceleration of last year’s failure sta- 
tistics inasmuch as first quarter failures 
in 1948 totalled 13 in the cleaning and 
dyeing business, compared with only 18 
failures for entire 1947, while first quarter 
failures in the laundry business totalled 
12, compared with only 16 for all of last 
year. First quarter 1948 liabilities were 
$497,000 compared with 1947 totals for 
the year of $653,000. 

A number of New York City wholesale 
dry cleaning and laundry supply estab- 
lishments have formed a credit service 
group, organized for them by the New — 
York Credit Group Service, Inc., NYCMA 
affiliate. Members of the group will re- 
ceive flash reports on sour accounts and 
will be kept posted on all trends and 
developments in their businesses. 


Bridgeport Holds 
Clambake June 22 

Bridgeport: The Bridgeport Associa 
tion of Credit Men held a clam bake 02 


June 22nd at Aichner’s Grove, Trumbull, 
Conn. 
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Department or Agency April Increase | Decrease 
Executive Departments 
(except National Military Establishment) 
6.0 8 +008 trae aewn see 75,351 79,235 SB84) ie. 08s 
EE ia iia wae mas Wak Oebis 40,146 40,370 224 | «---- 
6a Hpac 4 cod e-6, eho Gea 05.6% 49,776 51,690 WE eee 
i erreerrrerrerr rr ree 26,270 26—a72 1 - °8&842h «ws 
EER 2g aie au den Se stie tela Seater 4,578 oe ee 46 
NUNN 8586 Nisei ger wiere aw a Rhema 488,059 490,596 Bee hs ene 
MEL asin tat RNS Wiad atin Siar 21,876 21,890 VAT 94 ees 
RE oer Ni colin anes iar ube wiht die 90,117 89,644 | ...... 473 
Executive Office of the President 
White House Office ............ 222 eee Saw x% 1 
Bureau of the Budget ........... eee: RE cease 19 
Executive Mansion and Grounds ... 91 a [ween 
National Security Council! ....... 18 Pi. @seGls. 
National Security Resources Board . . 150 2G} ndews 
Council of Economic Advisers ..... a4 Tl «eee 
Office of Government Reports .... —s 8 8=—shli(‘($§Sé ) (ewren 1 
Emergency War Agencies 
Office of Defense Transportation .. 47 Be) secs 
Postwar Agencies 
Economic Cooperation Admin. .... 113 273 160 | --..- 
Office of the Housing Expediter .. 4,554 4,591 ST | tow as 
Philippine Alien Property Admin. . . 159 Eg we 25 
Philippine War Damage Commission 784 830 46 | ..-..- 
War Assets Administration ....... 24,163 BEM Lo stan 1,500 
Independent Agencies 
American Battle Monuments Comm. 114 117 Bet widuiers 
Atomic Energy Commission ....... 4,990 5,031 ee a 
Civil Aeronautics Board .......... 598 622 BO we dew 
Civil Service Commission ......... 4,096 4,125 BY = aides 
Export-Import Bank of Washington 118 123 RR aren de 
Federal Communications Commission 1,361 1,366 a evap 
Federal Deposit Insurance Corporation (tee | UGTA Cw ke 8 
Fed. Mediation and Conciliation Ser. 369 OW "einen 
Federal Power Commission ....... oe 0 le ews 11 
Federal Security Agency? ........ 34,660 | 34633] ..... 27 
Federal Trade Commission ....... mae |, PT. kee 3 
Federal Works Agency .......... 22,302 HOP) .cees 
General Accounting Office ....... See i 8 0ORRR Lifes 30 
Government Printing Office ...... Taee 0) ODUM 8k ku 109 
Housing and Home Finance Agency . 11,723 Ba? ie as 
Indian Claims Commission ........ i > 5 0 wa Sauk’? ~ daselee 
Interstate Commerce Commission . . 2,250 MO tide se 
Maritime Commission ........... 7,261 SE <ncatks 
Nat. Advisory Comm. for Aeronautics 6,204 | 46,169; ..... 35 
National Archives .............. en 06 ME” Coats Bo ema 
National Capital Housing Authority . 7) )00dlCl i wees 2 
Nat. Capital Park and Planning Comm. el MD, ww rare 2 
National Gallery of Art ......... See BD ke tet 2 
National Labor Relations Board .... 1,610 DAR ewes 
National Mediation Board ........ ek. Ce weens o 
Office of Selective Service Records . . 720 OME. ganas 
ae i a4.202 | 246002 1 ..... 253 
Railroad Retirement Board ........ ave 0606 COMM Eee ese 99 
Reconstruction Finance Corporation . See | Sea ace cs 67 
Securities and Exchange Commission ee) | WE -weeaeed | «kGan 
Smithsonian Institution ......... 509 OE: shee 
Tariff Commission ............. Meet. ME neice 3 
Tax Court of the United States .... ee) |. ME, -\ new hy ada ds 
Tennessee Valley Authority ....... 14,697 15,054 Te a ekas 
Veterans’ Administration ......... 201,910 202,183 BIS kk be. 
Total, excl. National Military Estab.| 1,196,809 | 1,204,230 10,141 2,720 
Net increase, excluding National 
etene RUIN = 5 oieca |) Siaiai ww ardiel lh oie ew aor 7,421 
National Military Establishment 
Office of Secretary of Defense ..... 827 ME ksaiavws 
_. Department of the Army 
Inside continental United States .... 263,770 268,902 SiS2 1 ccs 
Outside continental United States . . 130,780 (co 709 
Department of the Air Force ...... 117,305 118,852 i 
Department of the Navy ......... 340,929 343,355 Se kk ws 





19,294 3,429 
15,865 


Total, including Nat. Military Estab., 2,050,420 | 2,066,285 


I ide Semen td hadink © ube nee seaweed 








1 Exclusive of personnel of the Central Intelligence Agency. 
; 2 Includes 1,197 employees of Howard University and 102 employees of Columbia 
Institution for the Deaf. 
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“Tell my wife | don’t know any four-letter 
word for an African water buffalol” 


Youngstown Meeting 


Youngstown: The annual Spring in- 
stallation meeting of the Youngstown 
Association of Credit Men was desig- 
nated “Member get to know member” 
meeting. The affair was very well at- 
tended and accomplished the purpose for 
which it was planned. The reception 
committee saw to it that everyone pres- 
ent met everyone else. 


Bank Accused 
(Continued from Page 31) 


The officers of the Title Guar- 
antee & Trust Company who dis- 
seminated the information upon 
which the conviction was based, 
reported that their dealings with 
the said Benjamin had been satis- 
factory. It was contended by the 
State that the favorable report was 
motivated by a desire of the Bank 
to protect a loan theretofore made 
to Benjamin, and that the Bank, 
knowing that Benjamin was not 
worthy of credit, concealed their 
true opinion of his responsibility 
for ulterior purposes. 

An interesting side-light on the 
question arises from the fact that 
Section 1293b of the New York 
Penal Law makes it a misdemeanor 
to knowingly issue a false financial 
statement in writing with intent 
that it shall be relied upon respect- 
ing the financial condition or means 
or ability to pay of another. In 
enacting 926a, did the Legislature 
intend to supplement the provisions 
of 1293b by eliminating the safe- 
guard contained in the latter sec- 
tion that a conviction could be had 
only upon proof that the false 
statement was issued in writing? 

It seems improbable that the 
Legislature ever intended that Sec- 
tion 926a should be applicable to 
a state of facts such as that upon 
which these convictions were ob- 
tained. 
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More Election News 


In the June issue, it was stated that 
the new Vice-President of the Louisville 
Association of Credit Men was Ballard 
& Ballard Co. That could hardly be 
described as an accurate statement. 


Although Ballard & Ballard Co. has 
contributed many officers to the Louis- 
ville Association, we should have men- 
tioned that its representative, William 
H. Watts, was the new Vice-President, 
not the company itself. So we apologise 
to Mr. Watts for sidestepping him, and 
hereby give him, in our small way, the 
recognition he deserves. 


Incidentally, the new President of the 
Louisville Association, Herman M. Kess- 
ler, who is President of the Standard 
Printing Co., was until a few years ago 
an employe of the Association which he 
now heads. 


Memphis 

President—J. O. Bratton, S. C. Toof & 
Co. 

ist Vice-President—W. W. Halstead, 
D. Canale & Co. 

2nd Vice-President—Ned M. French, 
McDonald Bros. 

Treasurer—Joe M. Chiles, Clayton- 
Brown Co. 


Cleveland 

President—A. E. Fletcher, Standard 
Oil Cimpany of Ohio. 

Ist Vice-President—W. P. Chamber- 
lain, Cleveland-Cliffs Iron Co. 

2nd Vice-President—R. O. Wendling, 
National City Bank of Cleveland 

Treasurer—W. N. Lawson, Medusa 
Portland Cement Co. 

Councillor—E. H. Davies, Cleveland 
Electric Illumination Co. 


Baltimore 
President—Stanley B. Trott 
Ist Vice-President—William H. Mar- 
shall 
2nd Vice-President—J. Hammond Geis 
Treasurer—J. Walter Jackson 


Providence 
(Rhode Island Association of 
Credit Men) 
President—Joseph F. Madden, Nichol- 
son File Co. 
Ist Vice-President—Emil Doudera, 
American Silk Spinning Co. 
2nd Vice-President—George W. Holt, 
Jr., Providence National Bank 
Treasurer—Warren E. Tillinghast, 
Providence Paper Co. 
Secretary—Rose A. Savage, The Foxon 
Co. 


Fargo—Moorhead 

President—E. O. Berg, Fairmont Foods 
Co. 

Vice-President—C. H. Abraham, Da- 
kota Tractor & Equipment Co. 

Secretary-Treasurer—A. A. Berg, Myrha 
Equipment Co. 

Councillor—J. G. Painter, Crane Co. 
of Minnesota. 
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St. Paul 
President—Clement P. Reis, American 
National Bank 
Vice-President—Roy J. Wendel, Gor- 
don & Ferguson, Inc. 
Councillor—J. N. McBride, Socony- 
Vacuum Oil Co. 


San Francisco 

President—O. C. Levo, Hills Bros. 
Coffee Co. 

1st. Vice-President—M. C. Ulmer, Zel- 
lerbach Paper Co. 

2nd Vice-President —J. A. Walker, 
Standard Oil Co. of Calif. 

Treasurer—A. I. Hermann, Union Lum- 
ber Co. 


Triple Cities 
(Binghamton, Johnson City, 
Endicott, N. Y.) 

President—J. Boyd Griffiths, Bingham- 
ton Slag Roofing Co. 

1st Vice-President—Lawrence A. Doyle, 
Fair Store. 

2nd Vice-President—Fred Jack, Whip- 
ple’s Automotive Equipment, Inc. 

Treasurer—James W. Rolfe, Sweet’s 
Foundry. 

Secretary—Lucile Mielke, Mielke ABC 
Service Co. 

Councillor—David J. Morgan, North- 
rup Building Credits Inc. 


Grand Rapids 

President—J. Howard Lee, Hayes 
Manufacturing Corp. 

Ist Vice-President—John Ovlee, Metal 
Office Furniture Co. 

2nd Vice-President—Roy Seeber, 
Wheeler-Van Label Co. 

Treasurer—Harry C. Lundberg, Michi- 
gan National Bank. 


Springfield, Mass. 
(Western Massachusetts Association 
of Credit Men) 

President—D. E. Davis, F. B. Mallory 
Co. 

1st Vice-President—Walter F. Hinck- 
ley, H. L. Handy Co. 

2nd Vice-President—G. F. Wingard, 
Monsanto Chemical Co. 

Treasurer—H. W. Anger, Standard 
Electric Time Co. 


Youngstown 

President—M. F. Ogram, General Fire- 
proofing Co. 

Vice-President—E. W. Wilhelmy, 
American Welding & Manufacturing 
Co. 

Treasurer—E. E. Opre, 
National Bank 


Mahoning 


New York: Marian R. McSherry, 
Schenley Distillers Corp., has been 
elected new President of the New York 
Credit Women’s Group. Other officers 
are: Libbie Sternhart, Widder Bros., 
Vice-President; Dorothy Kurlander, 
Touraine Co., Treasurer, and Vera 
North, Worcester Salt Co., Secretary. 


Women’s News 


San Francisco: Members of the San 
Francisco Credit Women’s Group are 
being heaped with honors for in the 
recent re-organization of the National 
Institute of Credit chapter which was 
abandoned during the war period two 
of its members, Miss Mary Avila of the 
Wine Growers Guild was elected Secre- 
tary and Miss Hildegard Jordan of Eng- 
Skell was elected its Librarian. 

When its two delegates recently at- 
tended the National Convention at 
Cleveland, Miss Mary King of Schlage 
Lock Company, retiring president and 
Member of the Board, was elected Vice- 
President of the Hardware Group. 

Miss Helen Robinson, newly installed 
president, receives honorable mention for 
organizing her own industry group 
known as the Printers’ Supplies; was 
elected its Chairman and brought most 
of these members into membership with 
the Credit Managers Association. 


Los Angeles: Adela Rogers St. Johns, 
writer for MGM and the Los Angeles 
Examiner, was the guest speaker at the 
annual June Breakfast of the Los Ange- 
les Credit Women’s Group on June 6th. 
Florence Fall, the group’s delegate to 
the convention, gave a report on the 
proceedings there. 


Birmingham: On Tuesday evening, 
May 18, the new officers of the Birming- 
ham Credit Women’s Club were in- 
stalled. New officers of the Club are: 
Anne Barker Plummer, President; Helen 
Smith, lst Vice-President; Rubye Ford, 
2nd Vice-President; Virginia Johnson, 
Recording Secretary; Marie Cardwell, 
Corresponding Secretary, and Nell Par- 
sons, Treasurer. 

On Friday, May 28, the Allied Indus- 
tries Group of the Alabama Association 
of Credit Executives entertained the 
Credit Women at their weekly meeting 
in the Jefferson Room, Thomas Jefferson 
Hotel, with seventy-five present. It was 
an opportunity for the women to observe 
the business procedure followed by the 
Credit Club in their interchange of 
credit experiences. 


Tacoma: The members of the Tacoma 
Credit Women’s Club recently enter- 
tained their “bosses” at a “night in 
Hawaii”. Island music entertained the 
guests during cocktails and dinner and 
flowers typical of Hawaii decorated the 
banquet room. 


Dayton 

President—Elwood Lobaugh, Standard 
Register Co. 

1st Vice-President—Robert Ladd, Third 
National Bank & Trust Co. 

2nd Vice-President—Thomas M. Simp- 
son, Chrysler Corp., Airtemp Div. 

Treasurer—Lyndon Francis, Standard 
Radio & Electronic Products Co. 

Councillor—Paul H. Harn, Lowe 
Brothers Company. 
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St. Paul: The Minneapolis and St. 
Paul Credit Women’s Groups met at 
Lowel Inn, Stillwater, Conn., on June 
5th to celebrate the annual meeting of 
the Minneapolis group. The St. Paul 
group will hold their annual picnic at 
the home of Mrs. Edna Le May Isaacs 
at Dellwood. 


Detroit: Mabel F. Lane, of the Fort 
Shelby Hotel, is the new President of 
the Detroit Credit Women’s Club. Other 
officers are Ione Gardner, Fife Electric 
Supply Co., Vice-President; Virginia 
Doyle, Michigan Chrome & Chemical 
Co., Secretary, and Helen Allan, Allan 
Uniform Co., Treasurer. 


K. T. Burke, Globe Paper Co., has 
been elected to serve on the board of 
directors of the Detroit Association of 
Credit Men. 


Annual Outing Combines 
Business and Pleasure 


Pittsburgh: Four of the Credit Groups 
active in the Credit Association of West- 
erm Pennsylvania, food products, food 
supply and fixtures, auto parts and radio 
& electric appliances, held their annual 
outing on June 2lst. 


The trend of the times being what it 
is, the regular routine business meeting 
was held, after which various games were 
played. 


Golf Stag Held at Toledo 


Toledo: The Toledo Association of 
Credit Men will hold their annual golf 
stag party at the Chippewa Country 
Club on July 20th. Tee-off time is set 
for 12:30 and dinner will be served at 
7:00. 


Pittsburgh: The Credit Association of 
Western Pennsylvania’s 52nd anniversary 
was observed on June 17th and took the 
form of a golf outing. 





Positions Wanted 


Executive presently employed by national 
manufacturer, desires change. Over 28 years 
experience in all phases of office management, 
Credit and Collection, Accounts Receivable & 
Payable, Personnel Administration and Train- 
ing Programs, Salary Surveys, Budgets, Sys- 
tems, Procedures and Flow Charts. Capable 
Organizer. Married—age 51—excellent health 
—Go anywhere. Salary $9,000—Justified by 
background, experience and ability. Box J-1, 
Credit and Financial Management. 





Credit Manager-Office Manager- Accountant, 
unusual experience covering most of the 
United States, while serving large organizations 
Over a period of some twenty years. Familiar 
with the retail, wholesale and manufacturing 
field. Accustomed to heavy responsibilities. 
Progressive, strong coordinator. Salary com- 
Mensurate with ability. Prime factor—perma- 
nency. Resume, references, photo on request. 
Locate anywhere. Box J-2 Credit and Finan- 
cial Management. 


Vesty Gates Finishes His 
Discourse on Problem Parents 


(Continued from Page 10) 


that, your Uncle Vesty didn’t do 
his ‘vestigating as thoroughly as he 
should, and no report or statement 
was obtained on Location, Inc., the 
leaseholding company.” 

“So?” 

“Four months later slowness be- 
gan to be reported. In six months 
it had become pretty bad. We had 
stopped shipping, but hadn’t been 
successful in collecting our out- 
standing account. We placed it for 
collection, but it was too late.” 

“But with a statement like that, 
what could have happened in so 
short a time?” 

“Statements of assets and liabili- 
ties filed with the voluntary peti- 
tion in bankruptcy give you the 








that impressive statement.” 

“Inter-company loans!” 

“Location, Inc., began to be hard- 
pressed to meet its commitments on 
the fixtures accounts, the rental 
on the lease, and the bank loan. 
Suave increased its rental pay- 
ments to the parent (pre-O.P.A.),” 
Vesty interpolated, “and also began 
making loans to the parent com- 
pany. The debacle followed be- 
cause, of course, the total enterprise 
was undercapitalized and over- 
conceived. 

“It goes back,” he continued, “to 
the same conclusion: You have to 
have the whole picture. In this 
case we had the statement of the 
subsidiary, but not that of the par- 








Suave, Inc. 
aaa vedinunwecsacneaess $ 3,000 Accounts Payable ............. $ 85,000 
BID 5 & eeiesccvindveeeante 4,000 
ih ee oa 40,000 ii vs 40:65 nsesenacewee 4,000 
PRIA 5:4 stornd werduiwayin'e xGiele% 6,500 l 
ies dein tn 75,000 EMGRE FOGG ook vcdcccccccees 43,000 
EE Wiieeviestotessaceune 60,000 Sales Tax and Penalty ........ 26,000 
$188,500 $158,000 
Location, Inc. 
RRM Rear ci caenions cimaauna tenn $ 3,000 BOM RNNMN aos cio sreatsccalducawes $ 28,000 
Due Store Fixtures, Inc. ....... 38,000 
PR UMROINL i, cic. gares ore swiarstasienwies 150,000 Cash-in Register Co. .......... 8,000 
Due Suave, Inc. ..........00. 75,000 
Stock in Suave, Inc. ......... 65,000 GE Th bdtanwdtnecenseessouas 10,000 
$218.000 $159,000 





answer, I think.” V.G. took them, 
and ringed the significant items. 

“Suave,” you see, was not an 
independent company. Location, 
Inc., owned the capital stock. A 
report and statement on Location 
would have revealed that $65,000 
of its capital was invested in the 
stock of Suave, Inc., leaving only 
$60,000 to support the heavy pur- 
chase of fixtures.” 

“And that the combined set-up,” 
Alice contributed in order to con- 
firm her understanding, “repre- 
sented a total investment of only 
$125,000 instead of $190,000 to 
support the merchandise operations 
and the expensive fixtures.” 

“Right! Well, you can guess 
now what happened shortly after 
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ent. But the point is that it was 
only half the total picture. Reports 
and a statement on Location, Inc., 
would have revealed the parent- 
subsidiary relationship and the 
undercapitalization. Location’s 
financial statement would have 
been the warning thundercloud on 
the horizon of a deceptively sunny 
landscape, and Suave’s pretty 
financial picture would not have 
been so reassuring to me.” 

Alice tapped her pencil medita- 
tively. Vesty waited. “You know, 
Mr. Gates, I’ve changed my mind! 
I’m not going to ask for a financial 
statement just on Pretty Girl, Inc., 
I’m going to try for a picture of 
the whole family, and I don’t mean 
a group picture. I want papa and 
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each of his children—separately. 
AND I shall scrutinize those re- 
ceivable and payable items like 
Hawkshaw himself, to discover 
whether they might conceal some 
inter-company finagling. And I 
intend asking them some pertinent 
questions.” 

“Just so they are not imperti- 
nent,” he grunted, turning back to 
his own work. “Keep your tact 
intact.” 


Planning for Profit 


(Continued from Page 23) 


source of the best credit informa- 
tion, and certainly he must not be 
afraid to convey his opinions re- 
garding the future. He must con- 
vince the budget man that he can- 
not prepare a better budget faster 
and easier without consultation 
with the credit man. 


Budget Is Not Authority 


The preparation of a budget is 
only the beginning of budgetary 
control. The budget, once pre- 
pared, is a plan of action. It is a 
tool for the executive to use to do 
his job, to carry out his responsi- 
bilities better than he could without 
a budget. But a budget is not the 
authority to do anything. Un- 
fortunately the budget, in some 
companies, becomes the last word, 
the authority to do everything and 
anything, even to having each pur- 
chase requisition checked to make 
sure the item to be bought is ‘in the 
budget.’ No plan is changed, no 
expense altered. 

This kind of budgetary control 
robs the executives of initiative 
and deprives them of their proper 
authority to carry out their re- 
sponsibilities. Unforeseen circum- 
stances might come up which com- 
mand changes in plans. A capable 
and alert executive will, of course, 
want to change his plans, and hence 
he should not be expected to live 
solely by the budget. He should 
have every opportunity to exercise 
his delegated authority. 

If a budget is to help executives, 
it must not tie them down. Chang- 
ing business conditions must be 
recognized by changes in plans. 
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These changes might have to be 
made immediately; sometimes so 
fast that there is no time to effect 
a formal revision of the budget. 

The important thing to remem- 
ber is that changes in plans should 
result in better final results than 
previously budgeted, or, in the case 
of an adverse business condition, 
the final results should be better 
than if no budget plan were in 
effect. 

Budget plans can—and many do 
—work just this way. They do 
when for one thing, the philosophy 
is ‘Beat the Budget’ rather than 
‘Meet the Budget.’ 


Provide Comparative Statements 


The mechanics of budgetary con- 
trol provide comparative state- 
ments. Actual performance is com- 
pared to the budget for each activ- 
ity. The credit man should study 
monthly statements showing actual 
expenses compared with his bud- 
gets. He should know the reason 
for spending more than budgeted 
and should attempt to continue 
savings. If bad debt percentages 
and collections differ from fore- 
casts, he should ascertain the 
causes, and, if of sufficient amount, 
discuss the differences with the 
financial executive. 

Of course, a budget plan is not a 
panacea. But it does promote 


Forward Thinking and Planning 
Coordination of Activities 
Control of Operations and 
Cooperation 


Benefits of Cooperation 


I cannot stress too much the 
benefits from cooperation. All the 
organization charts and organiza- 
tion manuals, all standard proce- 
dure instructions, all policy man- 
uals, are of much less value than 
cooperation. By having all execu- 
tives and department heads col- 
laborate in budget preparation as 
I have outlined, it is inevitable that 
cooperation will be promoted among 
men in the sales, production, engi- 
neering, financial and accounting 
divisions as well as the credit and 
collection departments. 

You may very well ask: “Should 


“Good morning, Mrs. Wilgus. 
Is the lapsed policy at home?” 


not a credit man do the things you 
mentioned even if a company has 
no budget plan?” “Aren’t you de- 
fining some of the duties of a credit 
man rather than describing a bud- 
get procedure?” My answer to both 
questions is, yes. I will go still 
further and say that no budget plan 
would be required, provided each 
of the executives—Sales Manager, 
Manufacturing Director, Treasurer, 
etc.—would do his individual job 
perfectly and if the President would 
coordinate the work of his several 
division heads perfectly. But it is 
not easy to do these things. Asa 
matter of fact, it is very easy to 
forget to do some of them. What 
a budget plan does is to force each 
executive, including the President, 
to do certain parts of his job on 4 
basis of a schedule and at adequate 
intervals —not haphazardly and 
spasmodically. A budget plan as 
a tool of management helps men 
make their jobs easier. 

If I were now asked to speak to 
a group on the subject, “The Rela- 
tion of the Credit Function to Sales 
and Finance,” I could present this 
same paper, with some small modi- 
fications. This fact illustrates the 
relationship between budgeting and 
organization. An organization 
chart and manual defines duties, but 
so does a budget plan—in another 
way of course. But it has this ad- 
vantage over a manual; it is com- 
pelling and dynamic; it makes an 
organization perform. It makes 
each man in an organization do 
what the manual says he should do. 

Because I am not a credit man, 
my views of course are those of an 
outsider, but an outsider with 
twenty years of professional service 
in many and varied manufacturing 
businesses. As such, I hope I have 
contributed something that may be 
useful to you. 
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